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PREFACE 

The  title  of  this  book  gives  the  key  to  its  contents, 
and  both  owe  something  to  German  methods  of  teach- 
ing the  elements  of  Handelswissenschaft.  To  convey 
commercial  information  in  a  form  acceptable  to  young 
readers  is  a  somewhat  difficult  undertaking.  It  has 
to  be  readable  as  well  as  instructive,  and  it  has  to 
anticipate  from  the  novice's  point  of  view  the  obvious 
lessons  of  experience.  The  writer  hopes  that  his  book 
will  be  found  useful  or  suggestive  in  parts  to  men 
engaged  in  business,  but  it  has  been  written  primarily 
for  students,  and  not  for  experts. 

Hitherto  it  has  been  too  commonly  assumed  that 
the  intricacies  of  commercial  routine  are  altogether 
beyond  the  comprehension  of  the  young.  Conse- 
quently we,  as  a  nation,  have  materially  resisted  the 
spirit  of  commercial  enterprise  in  our  midst  at  its  out- 
set. We  have  been  content  to  instruct  our  youth  in 
comparatively  rudimentary  requisites  for  a  commercial 
career,  teaching  them  good  hand-writing,  arithmetic,  the 
elements  of  book-keeping,  with  perhaps  shorthand,  and 
a  very  moderate  amount  of  foreign  languages.  Such  a 
training,  even  when  satisfactory  in  itself,  is  too  elemen- 
tary to  serve  a  practical  purpose,  nor  is  it  always  adapted 
to  the  object  in  view.  It  might  certainly  be  urged  on 
those  who  compile  arithmetical  works,  that  they  should 
introduce,  as  much  as  possible,  actual  and  not  fictitious 
values.  Some  pupils  are  sure,  in  a  few  years'  time,  to 
have  to  assist  in  the  operations  of  buying  and  selling 
many  of  the  various  kinds  of  goods  to  which  prices  are 
attached  in  the  class-books,  and  it  is  difficult  to  see 
any  reason   for   putting   false   values  into  their  heads 
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rather  than  real  ones.  Some  of  our  foreign  com- 
petitors have  been  fully  alive  to  these  considerations 
for  several  years,  and  have  taken  practical  measures 
to  remedy  the  defect,  with  very  beneficial  results  to 
their  trading  interests. 

The  writer  has  drawn  freely  on  his  own  experience 
of  commercial  life,  which  extended  over  more  than  a 
quarter  of  a  century,  and  he  gratefully  acknowledges 
the  assistance  he  has  received  from  business  friends  and 
acquaintances,  with  some  of  whom  he  was  formerly 
associated. 

To  Mr  W.  C  H.  Cross,  solicitor,  he  is  especially 
indebted  for  valuable  notes  on  various  legal  enact- 
ments relating  to  commerce.  He  has  obtained 
courteous  permission  for  the  introduction  of  extracts 
from  the  Times  reports  of  Lord  Rosebery's  speech  at 
Wolverhampton ;  from  the  address  of  Lord  Hillingdon 
at  the  Bankers'  Institute  ;  and  from  Colonel  Hozier's 
lecture  on  "  The  Machinery  of  Lloyds."  The  editors 
of  the  Economist  and  the  Statist  have  allowed  him  to 
reproduce  important  statistics  from  those  journals. 

The  secretaries  of  several  of  the  leading  Chambers 
of  Commerce  have  kindly  placed  important  com- 
munications at  his  disposal,  and  inquiries  made  of 
the  large  Dock  Companies  have  been  promptly 
answered. 

For  valuable  information  obtained  at  the  Foreign 
Office  his  best  thanks  are  due  to  H.M.  Under-Secretary 
of  State  for  Foreign  Affairs. 

ALGERNON   WARREN. 
May^  1901. 


COMMERCIAL    KNOWLEDGE 

CHAPTER    I 

THE   NATURE   OF   COMMERCE 

A  SIMPLE  name  for  Commerce  is  Trade.  Doctor 
Johnson's  definition  is  slightly  more  expansive  and 
perhaps  more  comprehensive ;  he  calls  it  "  the  exchange 
of  goods  for  other  goods,  or  for  money." 

With  the  increase  of  population  greater  needs  have 
arisen  both  for  the  stimulation  and  the  protection  of 
commerce,  and  no  year  now  passes  without  efforts  being 
made  to  establish  fresh  laws  which  shall  increase  trading 
facilities  and  protect  commercial  interests.  Civilised 
nations,  although  animated  by  a  strong  spirit  of  rivalry 
towards  one  another,  have  nevertheless  found  it  ex- 
pedient to  enter  into  mutual  agreements  in  the 
form  of  international  laws  and  commercial  treaties, 
which  afford  a  measure  of  security  for  their  respective 
trading  operations.  Formerly  a  dishonest  trader  could 
evade  justice  by  flying  to  another  country ;  but  since 
1870  so  many  extradition  treaties  have  been  effected 
at  intervals,  that  now  there  are  few  places  in  the  world 
where  the  fugitive  can  find  a  safe  asylum  ;  for  those 
nations  who  have  entered  into  treaty  with  the  country 
of  which  he  is  a  subject,  are  bound  to  deliver  him  up 
when  formal  application  is  made  by  his  own  Govern- 
'  A 
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ment.  Far  greater  importance  is  now  attached  than 
was  formerly  the  case  to  the  perfection  of  com- 
mercial laws. 

The  eighteenth  century  witnessed  a  revolution  in 
the  commercial  law  in  Britain.  This  change  was  chiefly 
due  to  the  agency  of  Lord  Mansfield.  Prior  to  the 
reform  which  he  helped  to  bring  about,  mercantile 
law  mainly  consisted  of  a  body  of  customs  binding  on 
the  particular  class.  When  disputes  arose  as  to  any 
of  those  customs,  the  usage  had  to  be  proved.  By 
the  alteration  effected  they  became  incorporated  into 
the  general  law,  and  were  in  consequence  binding  on 
the  whole  community,  whether  mercantile  or  otherwise. 

But  it  was  mainly  within  the  second  half  of  the 
nineteenth  century  that  salutary  measures  were  taken 
to  supply  what  was  wanting  in  those  laws,  and  to 
remedy  their  abuses.  This  has  been  to  a  great  extent 
the  outcome  of  the  enormous  development  and  exten- 
sion of  trade.  The  old  forms  of  control  no  longer 
sufficed  for  their  purpose,  and  their  satisfactory  recon- 
struction became  a  work  of  absolute  necessity. 

Much  more  is  now  expected  of  and  exacted  from 
Government  offices,  and  notably  from  the  Board  of 
Trade,  which  is  a  department  of  the  British  Government 
maintained  at  the  expense  of  the  general  tax-payer, 
and  which  exercises  a  wide  control  over  the  trade  and 
navigation  of  the  kingdom.  So  extensive  is  the  sway 
of  the  Board  of  Trade  that  it  may  be  advisable  here  to 
refer  to  its  several  departments.     These  are  : — 

The  Statistical  and  Commercial  Department. 

The  Bankruptcy  Department. 

The  Railway  Department. 

The  Marine  Department. 

The  Fisheries  and  Harbour  Department. 

The  Finance  Department. 
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The    statistical     and    Commercial    Department 

has  to  watch  the  trade  of  the  country,  and  to  keep  a 
record  of  its  various  branches,  so  that  it  can  be  seen 
by  figures  whether  it  is  increasing  or  decreasing,  and  if 
so,  in  what  directions. 

Up  to  the  close  of  1899,  a  Board  of  Trade  Journal 
used  to  be  issued  monthly,  but  those  experienced  in 
commercial  affairs  felt  that  this  was  not  often  enough, 
so  necessary  is  it  to-day  to  get  information  quickly 
on  matters  affecting  commercial  interests.  So  a  weekly 
publication  was  recommended,  and  the  Statistical  and 
Commercial  Department  has  since  fallen  in  with  this 
suggestion. 

The  Journal,  price  one  penny  weekly,  is  full  of 
comprehensive  intelligence.  Therein  one  may  read 
about  the  requirements  of  our  British  Colonies  and  the 
openings  for  foreign  trade.  Information  is  afforded  as 
to  tariff  rates  and  changes  and  Customs  regulations. 
There  are  particulars  of  shipping  and  of  coal  production, 
likewise  of  the  state  of  agriculture  both  at  home  and 
abroad.  There  are,  further,  reports  and  recommenda- 
tions of  British  and  other  Chambers  of  Commerce,  and 
tables  of  statistical  figures. 

By  an  International  Convention,  concluded  in  1890, 
to  which  the  British  Government  was  a  party,  an 
International  Bureau  was  established  at  Brussels  for  the 
collection  and  publication,  after  translation  into  various 
languages,  of  the  complete  tariffs  of  all  nations.  Copies 
of  the  Bureau's  publications  are  placed  at  the  disposal 
of  the  Board  of  Trade  in  accordance  with  the  terms 
of  the  Convention,  and  are  distributed  among  the 
Chambers  of  Commerce,  besides  being  made  available 
to  the  general  public,  by  annual  subscription,  through 
the  Stationery  Ofidce  agents  for  the  sale  of  Parliamen- 
tary papers. 
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The  Railway  Department  is  an  important  one ;  it 
controls  and  inspects  the  construction  of  railways,  and 
exercises  supervision  over  their  rates  and  regulations. 
Copies  of  the  bye-laws  and  regulations  of  railway 
companies  have  to  be  submitted  to  it  for  sanction. 
When  railway  accidents  occur  it  has  power  to  inquire 
into  them,  with  a  view  to  ensuring  public  safety  by 
ascertaining  whether  proper  precautions  have  been 
taken  on  its  behalf,  and  by  censuring  any  neglect. 
It  has  also  to  inspect  tramways,  and  control  their 
regulations,  and  sanction  the  bye-laws  relating  to  them. 

Note. — Prior  to  1873,  when  the  Railway  and  Canal 
Commission  was  formed,  this  Department  had  various 
duties  which  are  now  undertaken  by  the  Commissioners 
who  were  appointed  in  accordance  with  the  provisions 
of  the  Railway  and  Canal  Traffic  Act,  1888. 

The  Bankruptcy  Department,  which  now  also 
exercises  control  over  the  liquidators  appointed  to 
wind  up  insolvent  companies,  need  merely  be  mentioned 
here,  and  we  pass  to  the  Marine  Department,  which 
largely  controls  matters  affecting  mercantile  shipping. 
Many  ports  possess  their  own  Local  Marine  Boards, 
of  which  the  members  are  customarily  elected  by  the 
shipowners.  But  these  are  subordinate  to  the  Marine 
Department  of  the  Board  of  Trade,  which  can  dispossess 
any  local  board  on  the  ground  of  incompetence.  The 
certificates  of  competency  for  service  of  shipmasters  and 
mates  can  be  cancelled  by  this  Department  if  the 
holder  should  be  convicted  of  felony,  and  suspended 
or  cancelled  for  gross  or  repeated  acts  of  tyranny, 
dishonesty,  or  insobriety.  The  Marine  Department 
provides  for  the  proper  treatment  of  ships'  crews,  by 
regulating  their  sleeping  accommodation  and  food 
supply.  It  enforces  the  shipping  of  adequate  medical 
stores,  and  prevents   unseaworthy   ships  from   leaving 
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port.  By  all  these  means,  which  tend  towards  the 
safer  transit  of  goods,  the  Board  of  Trade  acts  through 
its  Department  for  the  benefit  of  commerce. 

The  Fisheries  and  Harbour  Department,  besides 
dealing  with  such  business  as  pertains  to  fishery 
protection,  to  harbours,  pilotage,  and  lighthouses,  has 
further  to  see  that  the  duties  of  the  Board  of  Trade 
touching  the  administration  of  the  Weights  and 
Measures  Act  are  properly  executed ;  also  those 
relating  to  the  standards  for  the  measurement  of  gas. 
It  is  further  responsible  for  the  coinage  of  the  realm, 
as  it  provides  standards  to  the  Mint  and  Assay  Office 
for  determining  the  weight  and  purity  of  the  gold  and 
silver  coin  of  the  realm.* 

The  Financial  Department  is  responsible  for  the 
general  accounts  of  the  Board  of  Trade,  and  prepares 
the  annual  estimates  for  Parliament,  besides  managing 
various  marine  funds,  and  investigating  the  accounts  of 
life  insurance  companies  and  arranging  for  the  receipt 
and  payment  of  moneys  under  the  Bankruptcy  Act  of 
1883,  and  the  Companies  Winding-Up  Act  of  1890. 

Much  information  which  appears  in  the  publications 
of  the  Board  of  Trade  relating  to  commerce  is  received 
from  the  Foreign  Office,  which  has  a  Commercial 
Department,  and  also  from  the  Colonial  Office.  The 
following  extracts  testify  to  this.  They  are  taken  from 
the  Report  of  the  Departmental  Committee  appointed 
by  the  Board  of  Trade  to  inquire  into  and  report  upon 
the  dissemination  of  commercial  information.  The 
result  of  this  investigation  in  1898  led  to  the  establish- 
ment at  the  expense  of  the  general  taxpayer  of  a 
Commercial  Intelligence  Office  by  the  Board  of  Trade. 


*  See   H.    D.   Traill's    Central  Government,   "The   Board  of 
Trade,"  chapter  x. 
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It  was  opened  in  October  1899,  ^ind  is  housed  at  present 
at  50  Parliament  Street,  S.W. 

Sections  of  the  Report  read  thus  : — 


The  Collection  and  Dissemination  of  Commercial 
Information. 

Extent  of  Information  already  available. 

6.  We  propose  in  the  first  place  to  state  briefly  the  nature  and 
extent  of  the  information  which  is  at  present  placed  at  the  disposal 
of  our  trading  and  manufacturing  classes  by  the  various  depart- 
ments of  the  Public  Service,  Chambers  of  Commerce,  and  other 
organisations. 

7.  First  among  these  we  may  refer  to  the  "Annual"  and 
"  Miscellaneous "  series  of  reports  received  from  Her  Majesty's 
Diplomatic  and  Consular  Agents  abroad.  These  contain  a  general 
annual  review  of  Commerce,  Industry,  Agriculture,  and  Shipping 
at  the  place  of  residence  of  the  Consul,  and  of  the  countr}'  to  which 
the  Diplomatic  officer  is  accredited.  The  reports  are  carefully 
edited  at  the  Foreign  Office,  and  are  published,  with  a  complete 
subjective  index  at  the  commencement  of  each  paper,  as  soon  as 
possible  after  their  receipt.  The  time  which  elapses  from  the  date 
of  receipt  to  their  actual  issue  to  the  public  varies  according  to 
circumstances,  from  ten  days  to  one  month.  In  some  cases  the 
latter  period  may  even  be  exceeded  if  necessity  arises  for  further 
communication  with  a  Consul  in  a  distant  country  on  some  point 
of  essential  importance  requiring  elucidation  before  the  Report  is 
published. 

In  addition,  the  Foreign  Office  procures  from  the  Diplomatic 
and  Consular  services,  as  circumstances  render  necessary,  special 
reports  with  regard  to  particular  subjects,  such  as  detailed  accounts 
of  special  industries  in  foreign  countries,  openings  for  British 
Trade,  Bounties  on  Shipping,  Regulations  concerning  Com- 
mercial Travellers,  and  the  like  ;  these  are  similarly  edited, 
indexed,  and  published  for  general  information. 

A  complete  subjective  index  to  the  whole  of  these  reports  is 
annually  prepared  at  the  Foreign  Office  and  published  as  quickly 
as  possible.  The  reports  themselves  and  the  Annual  Index  are, 
immediately  on  publication,  sent  gratuitously  to  every  Chamber  of 
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Commerce  in  the  United  Kingdom,  and  to  some  Exchanges  and 
sale-rooms. 

The  Foreign  Office  further  publishes  copies  of  all  commercial 
treaties  and  conventions  as  they  are  concluded  by  Her  Majesty's 
Government,  and  copies  of  such  correspondence  relating  to 
commercial  negotiations  with  Foreign  Powers  as  are  laid  before 
Parliament. 

Short  reports  are  transmitted  by  the  Foreign  Office  to  the 
Board  of  Trade  for  use  in  the  preparation  of  the  "  Board  of  Trade 
Journal."  In  addition,  the  Foreign  Office  procures  occasional 
reports  at  the  instance  of  the  Board  of  Trade  or  other  Govern- 
ment Departments,  or  Chambers  of  Commerce,  from  particular 
Diplomatic  and  Consular  Agencies,  and,  where  suitable,  publicity 
is  given  to  these  in  the  "  Board  of  Trade  Journal  "  also. 

8.  The  Colonial  Office  places  at  the  disposal  of  the  public 
copies  of  all  the  Annual  Reports  received  from  the  various  Crown 
Colonies  upon  the  Finances,  Trade,  etc.,  of  those  Colonies. 

A  large  amount  of  printed  commercial  information  is  available 
at  the  offices  of  the  High  Commissioner  for  Canada,  and  the 
Agents  General  for  the  Australasian  and  South  African  Colonies, 
and,  in  addition  to  answering  inquiries  and  inviting  correspondence, 
those  offices  are  active  in  disseminating  such  information  as 
occasion  offers. 

The  Foreign  and  Colonial  Offices  have  of  late 
been  roused  into  activity  with  a  view  to  ascertaining 
how  the  British  export  trade  can  best  be  fostered 
and  extended.  Commissioners  have  been  sent  out  in 
various  directions  to  obtain  special  information.  His 
Majesty's  consuls  all  over  the  world  have  been  required 
to  furnish  reports  relative  to  the  interests  of  British 
commerce,  and  their  suggestions  for  its  extension 
have  been  carefully  considered  and  to  a  large  extent 
made  public.  Institutions  founded  with  a  view  to 
affording  an  education  of  a  practical  and  technical 
nature,  have  received  State  aid  in  the  form  of  Govern- 
ment grants. 

Such     institutions,    too,    have    in    some    instances 
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received  munificent  assistance  from  mercantile  bodies 
and  wealthy  citizens,  keenly  alive  to  the  necessity  for 
their  promotion  and  support,  although  public  enter- 
prise in  Germany  and  private  munificence  in  America 
are  far  ahead  of  us  in  these  respects.  Indeed,  the 
tendencies  we  are  noting  are  rather  in  the  nature  of 
pious  hopes  than  of  actual  achievements,  and  their 
principal  result  is  a  kind  of  general  awakening  to  the 
fact  that  there  can  be  little  or  no  progress  without 
stimulating  and  facilitating  the  acquisition  of  practical 
knowledge.  At  the  same  time  there  is  a  plain  desire 
to  introduce  a  higher  standard  of  commercial  morality. 
Much  which  was  of  a  corrupt  nature  has  been  sternly 
repressed.  Illegal  offences  against  trade  are  being 
rigorously  dealt  with.  The  Adulteration  Acts  are 
rigidly  enforced.  There  is  an  agitation  for  the  sup- 
pression of  illicit  commissions — otherwise  bribes  in 
some  form  or  other.  It  is  open  to  argument,  per- 
haps, that  a  too  rigid  insistence  on  regulations  thought 
to  be  necessary  for  the  maintenance  of  this  high 
standard  is  partly  responsible  for  the  decline  of 
British  trade  in  the  Yang-tse  valley  in  China,  where 
the  Germans,  French,  Belgians,  and  Russians  apply 
a  more  elastic  code  in  their  dealings  with  the  natives. 
Prompt  investigation  is  made  when  there  is  a  breath 
of  suspicion  of  fraud  or  neglect  on  the  part  of  any 
Government  official ;  and  the  expenditure  of  the  various 
Government  Departments  is  subjected  to  severe  scrutiny. 
Appeals  on  behalf  of  the  interests  of  those  concerned 
in  special  industries  receive  patient  attention,  and 
commissioners  are  constantly  being  appointed  to  in- 
vestigate the  cause  of  various  forms  of  commercial 
depression  with  a  view  to  finding  remedies  if  possible. 
The  result  of  this  general  awakening  and  attention 
to   the  interests   of  commerce,   which   is   still   waiting 
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for  development  and  for  the  application  of  intelligent 
methods  in  many  directions,  will  ultimately  prove  of 
universal  benefit,  and  it  should  certainly  afford  those 
now  entering  upon  commercial  life  many  privileges 
which  were  comparatively  or  wholly  unknown  to  their 
predecessors. 


CHAPTER  II 

SUPPLY  AND   DEMAND 

Before  entering  into  details  connected  with  the 
machinery  of  business,  a  brief  reference  must  be  made 
to  the  principles  which  govern  commerce,  namely, 
Supply  and  Demand. 

If  supply  were  exactly  adapted  to  demand,  there 
would  not  be  those  periods  of  stagnation  or  dulness  in 
various  branches  of  trade  to  which  attention  is  con- 
tinually being  drawn.  But  when  an  active  demand 
arises  for  any  special  article,  and  is  prolonged  to  any 
extent,  the  natural  tendency  is  for  capitalists  to  embark 
so  much  money  in  the  particular  industries  which  make 
that  article  forthcoming,  that  the  result  is  over-produc- 
tion. A  surplus  lies  on  hand,  and  until  it  can  be  got 
rid  of,  that  which  is  termed  "stagnation"  ensues.  It  is 
stated  that  the  market  is  "  dull "  as  regards  the  sale  of 
the  commodity  in  question.  To  avoid  this  state  of 
things,  men  of  enterprise  make  continual  efforts  to 
discover  "new  markets"  where  they  can  place  their 
goods.  Then  it  not  infrequently  happens  that  for  a 
time  the  production  of  certain  commodities  cannot  keep 
pace  with  the  demand,  and  as  long  as  this  is  the  case, 
the  market  for  the  same  is  said  to  be  "  brisk." 

The  term  "market"  used  in  this  sense  often  mis- 
leads the  novice.     He  hears  that  the  corn  market,  for 
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example,  shows  signs  of  general  activity,  and  that  the 
copper  market  is  dull.  By  this  is  meant  that  all  avail- 
able supplies  of  corn  are  for  the  time  in  brisk  request, 
and  that  copper  is  not  generally  being  required  by 
buyers  throughout  the  kingdom.  But  the  novice  is 
liable  to  think  that  large  quantities  of  corn  and  copper 
have  been  brought  into  some  particular  place,  and  there 
offered  for  sale.  In  point  of  fact  he  confounds  local 
sales  with  general  demand. 

To  buy  at  market  value  is  to  buy  at  the  price  of 
the  day  at  which  a  commodity  is  being  ordinarily  sold. 
Sales  are  sometimes  made  under  market  value  for 
various  reasons.  For  example,  a  trader  may  become 
apprehensive  that  some  portion  of  his  stock  will  shortly 
decline  in  value.  Assuming,  for  instance,  that  he  is  a 
dealer  in  fruits  of  the  soil,  he  may  have  received  such 
information  respecting  the  coming  crops  as  to  make 
him  practically  certain  that,  unless  he  can  increase  his 
average  sales,  he  will  soon  have  to  sell  some  of  the 
produce  held  by  him  at  materially  reduced  prices ;  for 
the  increased  supplies,  when  forthcoming,  will  be  practi- 
cally certain  to  lower  the  market  value  on  account  of 
their  plentifulness.  Anticipating  this,  he  offers  to 
buyers  a  portion  of  his  stock  at  a  lower  price  than  that 
at  which  the  same  produce  is  ordinarily  being  sold ; 
and  if  he  makes  sales  in  this  way,  with  the  view  of 
saving  more  loss  in  the  near  future,  he  is  said  to  have 
sold  under  market  value.  Traders  who  are  short  of 
capital  sometimes  find  themselves  driven  to  realise. 
This  means  that  they  want  money  to  meet  certain 
engagements,  and  so  make  "forced  sales,"  getting  rid 
of  their  stock  at  unprofitable  rates  so  as  to  raise  funds. 
Naturally  those  who  resort  to  such  expedients  are  less 
likely  to  prosper  than  the  larger  capitalists,  but  they 
can    cause   the   latter  considerable   annoyance   for   the 
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time  being,  as  their  operations  have  a  tendency  to  keep 
down  market  values. 

When  a  period  sets  in  during  which  a  commodity 
is  in  steady  requisition  for  everyday  use  or  con- 
sumption, it  may  be  said  that  there  is  an  effectual 
demand  for  that  commodity.  When,  however,  it  is 
purchased  for  storage  with  a  view  to  possible  future 
requirement,  or  to  a  possible  rise  in  value,  the  demand 
is  said  to  be  of  a  speculative  nature.  As  this  is  con- 
stantly occurring,  the  natural  effort  of  industry,  regularly 
employed,  to  bring  to  market  a  quantity  precisely  equal 
to  the  demand  is  constantly  being  defeated.  In  the 
summer  of  1900  there  arose  considerable  agitation  on 
account  of  the  greatly  increased  export  demand  for 
British  coal  which  consequently  resulted  in  higher 
prices  to  the  home  consumer.  Demand  soon  exceeded 
supply,  but  the  difficulties  in  adjusting  the  balance  may 
be  explained  by  the  introduction  here  of  the  exact  words 
of  one  of  the  largest  coal  owners  in  South  Wales  : — 

"The  most  easily  got  coal  has  been  mostly  opened  up  in 
South  Wales,  and  to  sink  a  new  colliery  to  a  depth  of  six  or  seven 
hundred  yards  requires  large  capital  and  would  take  several  years. 
The  cost  of  sinking  and  equipment  with  the  present  high  prices 
would  be  far  more  than  in  normal  times,  while  on  the  other  hand 
a  pit  starting  now  would  probably  not  begin  producing  coal  until 
bad  times  are  on  us  again." 

With  a  view  to  raising  a  large  sum  towards  the 
national  expenses,  some  proposed  that,  in  consequence 
of  the  excessive  export  demand  for  coal,  there  should 
be  imposed  a  duty  of  five  shillings  per  ton  on  all  coal 
shipped  from  Great  Britain  to  Continental  States.  The 
Government  has  lately  introduced  a  modified  form  of 
this  protective  measure  into  the  Budget  for  1901-2. 

A  final  word  should  be  said  on  the  somewhat  com- 
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plicated  class  of  'transactions  on  which  an  operator 
enters  according  to  his  view  of  the  future  state  of  the 
market.  In  transactions  mainly  connected  with  cereals 
the  operation  is  called  a  speculation  in  futures,  and  the 
same  operation  on  the  Stock  Exchange  is  known  as 
trading  in  options.    An  option  has  been  defined  thus  : — 

"  By  the  payment  of  an  agreed  premium,  an  operator  in  stocks 
and  shares  acquires  the  faculty  of  becoming  either  a  buyer  or 
seller  of  stock  at  a  fixed  price,  and  for  a  determinable  period. 
The  loss  is  simply  limited  to  his  disbursement  for  such  premium, 
whereas  the  profit  is  indefinite,  depending  solely  upon  the  favour- 
able movements  of  the  stock  operated  in  during  the  time  he  can 
exercise  this  right."* 

Such  a  transaction  might  be  simply  to  gamble  up 
to  the  hilt,  or  it  might  be  a  perfectly  legitimate  piece  of 
business.  If  a  man  buys  or  sells  futures  with  the  idea 
of  covering  the  possibilities  of  the  future  market,  he  is 
simply  protecting  himself  against  market  fluctuations ; 
on  the  other  hand,  if  he  simply  treats  the  option  as 
a  bet,  and  buys  or  sells  in  accordance  with  his  ideas  of 
the  future  tendency  of  prices,  he  would  seem  to  be 
merely  gambling. 

The  whole  subject  is  perhaps  of  less  importance  in 
England  to-day  than  in  Prussia,  where  the  Government 
recently  took  active  steps  to  stop  all  speculation  in 
futures.  For  some  time,  indeed,  the  dealers  in  cereals 
were  deprived  altogether  of  a  public  exchange. 

*  See  The  Theory  of  Options  in  Stocks  and  Shares^  by  Charles 
Castelli. 


CHAPTER  III 

FREE  TRADE   AND   PROTECTION 

The  term  Free  Trade  should  to  a  degree  explain  itself. 
According  to  its  obvious  meaning,  it  implies  trade 
without  restriction.  It  is  patent  that  trade  in  a 
commodity  which  is,  to  any  extent,  restricted  by  the 
imposition  of  a  duty,  no  matter  how  small  that  duty 
may  be,  cannot  be  absolutely  free.  Nevertheless, 
erroneous  ideas  both  as  to  the  nature  of  Free  Trade 
and  of  a  Free  Trade  policy  still  appear  to  be  prevalent. 
Many  a  student  has  been  misled  by  being  told  by  his 
teacher  that  England  is  a  free-trading  country.  Subse- 
quently he  learns  that  such  articles  as  brandy,  wines, 
tobacco,  tea,  and  coffee  come  from  abroad,  and  that  there 
is  an  import  tax  upon  them.  Thus,  he  has  something  to 
unlearn.  England  is  a  country  which  favours  a  Free 
Trade  policy,  but  were  England  absolutely  a  free-trad- 
ing country,  every  imported  article  would  be  suffered 
to  enter  it  without  the  imposition  of  any  duty,  nor 
would  any  similar  commodities  produced  within  the 
United  Kingdom  be  "excisable" — the  term  applied  to 
that  which  is  subject  to  an  inland  duty.  The  duty 
is  imposed  because  it  is  found  expedient  to  obtain 
by  means  of  taxation  some  part  of  the  revenue  neces- 
sary for  the  maintenance  of  Government.  For  that 
purpose   commodities   are   selected  which,  although  in 

14 


CHAP.  III.]  TAXATION  OF  IMPORTS  15 

constant  demand,  are  considered  to  be  luxuries  rather 
than  necessities,  and  for  which  it  is  not  imperative 
that  the  system  of  wages  should  be  regulated  so  as 
to  meet  their  cost.  Generally  speaking,  a  labourer 
must  be  able  to  earn  enough  to  obtain  the  means  of 
subsistence,  and  therefore  it  is  absolutely  necessary 
that  the  wages  of  labour  be  sufficient  for  the  purchase 
of  such  means.  But  the  production  of  luxuries  is  not 
governed  by  the  same  law. 

Besides  taxation  for  the  sake  of  revenue,  England 
taxes  to  a  certain  extent  for  the  purpose  of  morality. 
There  is  every  reason  to  suppose  that  the  free  importa- 
tion of  spirituous  liquors  would  have  an  evil  effect  on 
the  nation  in  the  direction  of  an  increase  of  drunken- 
ness. Consequently,  a  tax  is  put  upon  alcohol  which 
is  altogether  disproportionate  to  that  imposed  on  other 
commodities,  amounting,  as  it  ordinarily  does,  to  more 
than  six  times  the  value  of  the  article  itself*  It 
is  sometimes  contended  that  this  tax  is  imposed 
merely  for  the  sake  of  revenue  under  the  cloak  of 
morality,  but  this  view  is  quashed  by  the  fact  that 
the  Government  does  exempt  from  taxation  a  certain 
quantity  of  alcohol  manufactured  for  use  in  connection 
with  the  arts  and  sciences,  and  not  for  drinking  pur- 
poses. Methylated  spirits,  for  instance,  which  is  so 
serviceable  for  domestic  purposes  for  heating,  and  of 
which  large  quantities  are  used  daily  for  making 
varnishes  and  various  medical  compounds,  has  in  its 
composition  nine-tenths  of  alcohol,  but  there  is  no 
duty  on  methylated  spirits  manufactured  in  England, 
though  the  alcohol  used  in  it  would  by  itself  be  capable 
of  being  drunk  as  a  beverage. 

.  *  Alcohol  varies  in  quality  and  consequently  in  price,  but  there 
is  much  that  is  sold  at  less  than  one-seventh  of  the  value  of  the 
duty  imposed  on  it. 


i6  FREE  TRADE  AND  PROTECTION  [chap. 

Those  who  advocate  the  Free  Trade  policy  of  Great 
Britain  maintain  that  the  nation  at  large  reaps  a 
pecuniary  gain  inasmuch  as  it  is  enabled  to  buy  in  the 
cheapest  market.  They  do  not  consider,  however, 
that  it  is  an  advantageous  mode  of  fostering  home 
industries  to  prevent  foreign  competition  with  them  by 
putting  imposts  on  importations  of  articles  of  alien  pro- 
duction. Rather  they  urge  that  the  greatly  increased 
wealth  of  the  country  is  due  to  the  adoption  of  Free 
Trade  principles,  and  that  such  sufferings  and  losses  as 
have  been  sustained  through  foreign  competition  by  some 
members  of  the  community,  owing  to  the  consequent 
decline  of  the  industries  in  which  they  were  engaged, 
have  been  more  than  compensated  by  the  general  benefit 
obtained  by  the  tolerance  of  that  same  foreign  competi- 
tion. The  Protectionists  take  a  very  different  view.  A 
generally  accepted  definition  of  the  term  Protectionist 
is  "  one  who  favours  some  branch  of  industry  by  legal 
enactments,"  who  takes  steps,  that  is  to  say,  to  assist  its 
prosperity  by  the  law  of  the  land.  The  Protectionists 
therefore  frankly  advocate  that  preference  should  be 
given  to  home  industries,  that  they  should  be  fostered 
and  encouraged,  and  that  they  should  receive  such 
assistance  from  Government  as  to  prevent  their  being 
superseded  by  foreign  competition.  Those  who  sup- 
port a  protective  policy  meet  many  of  the  statements 
made  by  the  Free  Trade  party  with  a  direct  contradic- 
tion. Thus,  when  it  is  asserted  that  England  owes 
her  greatly  increased  wealth  and  progress  to  the  Free 
Trade  policy  which  has  been  in  vogue  for  rather  more 
than  half  a  century,  they  deny  the  relation  of  cause 
and  effect,  attributing  the  effect  rather  to  other  causes, 
such  as  the  gold  acquired  from  Australia  and  Cali- 
fornia, and  the  development  of  railways  and  the  general 
use  of  steam  power.     Again,  they  are  ready  to  acknow- 
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ledge   that   there   were   periods   in   the   history  of  the 
nation  when   it  suffered  extreme  distress  prior  to  the 
adoption   of    Free    Trade    measures,   but    they   assert 
that   these  periods  were    far  less  protracted  than  was 
that  of  the  commercial  depression  which  set  in  towards 
1875    (when    our    imports    began    to    exceed    our    ex- 
ports).    Free  Trade  has  been  condemned  as  not  being 
conducive  to  the  utmost   development    of  the  natural 
resources  of  a  country  ;  attention  is  drawn  to  the  extra- 
ordinary progress  made  by  the  United  States  with  its 
rigidly  protective  measures.     Great  stress  is  laid  on  the 
agricultural  depression  which  has  made  itself  felt  largely 
throughout  the  kingdom.     Complaint  is  made  that  our 
countrymen  suffer  by  the  employment  of  foreigners  in 
our  midst  who  undersell  their  labour.     It  has  been  stated 
with  respect  to  Germans  in  particular  that  they  have 
been  injudiciously  permitted  to  serve  as  clerks  in  England 
in  great  numbers,  to  the  exclusion  of  our  own  country- 
men.    Many  of  them   are   commonly  alleged   to  have 
ousted   the    Englishmen  by   unfair   competition,  being 
able  to  accept  a  lower  wage  through  being  subsidised 
from  home  by  those  who  have  an  interest  in  their  get- 
ting an  insight  into  British  trade  methods.     This  idea 
although  constantly  ridiculed  by  many  people,  is  never- 
theless very  prevalent  amongst  the  English  merchant- 
class  ;  and  it  has  been  made  a  grievance  that  many  of 
those  who  conduct  the  businesses  of  foreign  trading  firms 
established    in    England,  while  enjoying  the  privileges 
and  protection  afforded  by  her  Government,  do  not  fairly 
contribute  towards  its  maintenance  in  that  they  avoid 
the  payment  of  income-tax  on  the  profits  resulting  out 
of  the   businesses  so   conducted   by  representing   that 
they  are  but  the  agents  of  the  actual  proprietors  of  the 
concerns,  who  themselves  live  abroad. 

The  Free  Traders  maintain  that  the  prosperity  of 
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the  United  States  has  been  brought  about  by  causes 
other  than  its  protective  policy.  They  cite  its  excep- 
tionally rich  natural  resources,  and  its  enormous 
expanse  of  territory  capable  of  cultivation.  No  other 
country  with  a  protective  tariff,  they  have  been  able 
to  say  hitherto,  has  progressed  in  like  manner ; 
although  at  the  present  time  the  rapid  extension  ol 
German  commerce  is  attracting  considerable  atten- 
tion. They  deny  that  the  progress  of  British  com- 
merce is  to  be  attributed  to  the  improved  means  of 
transit,  and  say  that,  on  the  contrary,  these  are  the 
outcome  of  increased  trade,  that  the  trade  necessitated 
the  transit  of  goods,  and  gave  the  impetus  to  railroad 
construction.  Some  of  them  go  so  far  as  to  say  that 
the  repeal  of  the  tax  on  imported  corn  in  1846  saved 
the  country  from  a  revolution,  so  keenly  was  the 
national  mind  alive  to  the  injustice  of  this  prohibitive 
duty.  In  further  support  of  their  views,  a  reply  is  made 
to  the  assertion  that  the  agricultural  interest  has  severely 
suffered  by  the  adoption  of  a  Free  Trade  policy,  to 
the  effect  that  there  has  been  less  general  distress  than 
there  was  before  it  existed,  that  the  productive  powers 
of  British  soil  have  never  been  properly  developed,  and 
that  much  will  be  remedied  by  scientific  improvement, 
by  which  the  farmer  will  learn  to  make  the  land  yield 
a  better  return  for  the  cost  of  the  labour  applied  to  it. 
The  predictions  neither  of  Protectionist  nor  of  Free 
Trader  have  been  fulfilled.  Richard  Cobden,  the 
pioneer  of  Free  Trade,  and  his  immediate  followers, 
confidently  foretold  that  if  England  adopted  a  Free 
Trade  policy,  other  countries  would  speedily  follow 
suit.  As  it  is,  England  stands  alone,  and  her  self- 
governed  colonies  favour  protective  measures.  The 
Protectionists  prophesied  the  speedy  ruin  of  the 
country   in   the   event   of  Free   Trade,   but    after    the 
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adoption  of  that  policy,  there  was,  on  the  contrary,  for 
several  years  an  almost  uninterrupted  flow  of  pros- 
perity. Then,  however,  there  came  a  time  of  com- 
mercial depression,  of  overstocked  markets,  and 
general  dulness  of  trade,  which  was  altogether  at 
variance  with  the  confident  assertions  that,  were  Free 
Trade  measures  to  be  adopted,  a  prosperous  future  was 
assured.  The  profits  of  the  manufacturers  were  reduced 
to  such  an  extent  that  they  found  it  a  matter  of  infinite 
difficulty  to  work  without  losing  money ;  and  although 
within  the  last  few  years  there  has  been  some  trade 
revival,  no  effectual  means  have  as  yet  been  found  to 
stem  the  flood  of  agricultural  decline  in  England. 

The  Free  Traders  misled  the  farmers  with  a  glitter- 
ing prospect  of  increased  profits  in  the  near  future,  on 
the  ground  that  a  reduction  in  the  price  of  corn,  follow- 
ing the  abolition  of  the  import  duty  on  the  article, 
would  result  in  their  rents  being  lowered.  The  practical 
result  has  been  that,  in  the  face  of  foreign  competition, 
numbers  of  them  have  found  it  impossible  to  get  a 
living  out  of  their  farms,  even  when  rents  have  been 
reduced  to  an  unprecedented  degree.  To  such  an 
extent  have  farmers  suffered  as  a  body,  and  the  agri- 
cultural labourers  in  consequence,  that  the  Government 
has  made  strenuous  exertions  towards  assisting  them, 
giving  relief  of  rates,  and  spending  large  sums  in  Com- 
missions with  a  view  to  ascertaining  how  best  their 
position  may  be  improved. 

Considerable  agitation  has  of  late  years  been  made 
by  that  portion  of  the  trading  community  which  has 
suffered  from  the  state-aided  competition  of  foreigners 
who  have  undersold  them  and  who  still  continue  to  do 
so.  This  form  of  subsidy  on  exported  produce  is 
called  a  bounty,  and  is  granted  by  various  continental 
Governments   with    a   view    to   the   encouragement   of 
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particular  industries.  England  herself  formerly  favoured 
the  practice  to  a  considerable  extent,  and  is  advised 
in  certain  quarters  to  revive  it  to  meet  the  efforts  of 
her  commercial  rivals  in  China.  The  sugar  bounties 
allowed  by  France,  Germany,  and  other  European 
nations  for  the  encouragement  of  the  production  of 
beet  sugar  enable  us  to  buy  the  article  as  exported 
by  these  countries  at  a  lower  price  than  that  at  which 
it  is  ordinarily  sold  within  their  borders.  But  this 
has  had  disastrous  results  on  the  British  sugar-refining 
trade,  and  refinery  after  refinery  has  had  to  be  closed 
through  not  paying  its  working  expenses.  Our  West 
Indian  sugar  cultivating  colonies  have  also  suffered 
extremely ;  sugar  estates  which  once  yielded  an 
annual  profit  of  some  thousands  of  pounds  having 
now  become  practically  valueless.  Sugar-refining  was 
one  of  the  ancient  trades  of  the  city  of  Bristol,  and 
not  twenty-five  years  ago  the  Bristol  crystals,  produced 
by  Messrs  Finzel's  sugar  refinery,  had  a  world-wide 
reputation.  But  the  bounty-fed  competition  resulted 
in  its  collapse.  Many  large  sugar  refineries  on  the 
Clyde  had  to  be  closed  for  the  same  reason. 

The  British  Government  has  been  repeatedly  appealed 
to  by  those  interested  in  the  sugar-refining  industry. 
Deputation  after  deputation  has  stated  the  grievances 
and  appealed  for  redress.  They  have  been  heard  with 
patience  and  sympathy,  but  the  end  in  view — viz.,  the 
imposition  of  duties  on  sugar  imported  from  bounty- 
granting  countries — has  not  been  attained.  The  result 
to  the  consumer  has  been  cheaper  sugar,  and  there 
has  been  a  considerable  increase  in  the  confectionery 
and  other  trades  in  which  it  is  largely  used.  Jam, 
for  instance,  is  much  cheaper,  and  more  extensively 
sold  in  consequence,  and  the  jam-makers  are  even 
able  to  compete  with  very  fair  success  on  the  Continent, 
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in  spite  of  the  import  duty  there,  as  their  foreign 
opponents  are,  to  an  extent,  handicapped  by  the 
higher  price  of  the  sugar  which  they  have  to  use.* 
Free  Traders,  when  asked  to  express  their  views  as  to 
the  equity  of  profiting  by  this  bounty-giving  system, 
are  wont  to  say  that  the  principle  is  objectionable  to 
them,  but  that  if  other  nations  choose  to  make  England 
a  present,  they  see  no  reason  why  it  should  not  be 
accepted. 

When  the  agitation  for  Free  Trade  in  corn  was  at 
its  height  the  Protectionists  called  it  a  selfish  blow  at 
agricultural  interests  on  the  part  of  manufacturers,  who 
saw  their  way  to  reaping  an  immediate  benefit  by  it 
by  being  able  to  exchange  the  produce  of  their  labour 
for  the  corn  of  other  countries.  The  Free  Traders 
loudly  accused  the  landowners  of  striving  to  maintain 
the  high  price  of  corn  so  as  to  keep  up  the  rents  of 
their  property.  The  farmer  and  labourer  alike  were 
repeatedly   told   that   all   the  money  obtained   by  the 

*  The  writer  during  a  residence  of  more  than  a  year  in  Italy 
had  frequent  occasion  to  note  that  British  manufacturing  con- 
fectioners, in  spite  of  the  heavy  duties  on  sugar,  had  introduced 
their  goods.  As  for  jams,  right  down  in  the  south  of  Italy  those 
of  an  enterprising  English  firm  were  kept  by  shopkeepers  in 
preference  to  home  manufacture.  On  seeking  explanation  of 
this — how,  with  oranges  and  lemons  on  the  spot,  home-made 
marmalade  was  not  paramount — the  answer  given  by  a  prosperous 
storekeeper  in  a  Neapolitan  province  was  that  it  did  not  keep 
nearly  as  well  as  the  English  article.  This  to  some  extent  can 
be  accounted  for  because  of  the  high  price  of  sugar  in  Italy, 
which  naturally  makes  the  local  manufacturers,  for  the  most 
part,  sparing  of  it  in  their  preserves.  In  the  same  southern 
district  the  excellent  cakes  and  biscuits  of  various  English  manu- 
facturers were  comparatively  plentiful.  Similar  facts  may  be 
noted  in  Berlin  and  other  German  cities,  but  there  the  English 
commodities  may  be  kept  for  the  consumption  of  English 
customers. 
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import  duty  on  corn  was  of  no  benefit  to  them,  as  it 
all  passed  into  the  pockets  of  the  landowners.  Both 
parties  went  to  great  extremes,  and  to  this  day  each 
is  given  to  exaggerating  the  views  held  by  the  other. 
Free  Traders  seem  never  tired  of  drawing  pictures  of 
the  discomfort  of  the  nation  if  dependent  only  on 
articles  of  home  production,  as  if  a  Protectionist  policy 
would  be  certain  to  deprive  it  of  every  imported  com- 
fort. Protectionists  are  wont  to  lay  the  whole  responsi- 
bility of  the  decline  in  agriculture  in  England  on  the 
shoulders  of  the  Free  Traders  without  bearing  in 
mind  that  of  late  years  many  countries  with  high 
protective  tariffs  have  also  experienced  a  considerable 
amount  of  agricultural  depression,  as  the  example  of 
Prussia  may  stand  to  show. 

Fair  Trade,  it  should  be  added,  is  by  no  means 
identical  with  Free  Trade.  It  is  a  doctrine  of  recipro- 
city :  "  Treat  other  countries  as  they  treat  you."  If  they 
will  admit  your  exports  free  of  protective  duty,  go  on 
admitting  theirs  likewise,  but  if  not,  put  duties  on  theirs 
to  you. 

The  Free  Traders  strenuously  combat  such  a  policy 
on  the  ground  that  Free  Trade  is  at  all  times  a  saving 
principle,  that  if  other  countries  will  not  adopt  it  they 
are  the  only  losers,  and  that  by  any  infringement  of 
it  Great  Britain  will  be  sure  to  lose  in  the  long  run. 

It  is  not  within  the  scope  of  this  book  to  judge 
between  Free  Trade  and  Protection,  but  one  thing  at 
least  is  certain.  Whether  Great  Britain  strictly  main- 
tains the  Free  Trade  policy  now  in  vogue,  or  suffers  it 
to  be  replaced  by  Protective  legislation,  her  commerce 
will  be  in  equal  need  of  intelligent  direction.  The 
population  of  the  country  is  ever  on  the  increase, 
and  her  resources  in  commercial  enterprise  must  be 
unremittingly  developed. 


CHAPTER  IV 

MERCHANT   AND   TRADER — PARTNERSHIP 

Trade  is  carried  on  in  two  forms,  namely  Wholesale 
and  Retail.  The  former  implies  the  distribution  of 
goods  by  the  manufacturer  or  large  proprietor,  and  the 
latter  their  redistribution,  by  the  seller  or  retailer,  to  the 
public. 

In  earlier  days,  a  wholesale  trader  would  have  been 
defined  as  one  who  neither  bought  nor  sold  in  small 
quantities,  but  this  description  would  not  be  applicable 
in  the  present  day.  One  wholesale  merchant  will 
frequently  accommodate  another,  who  habitually  buys 
of  him,  with  very  small  quantities  of  his  goods,  when  he 
knows  that  the  other  has  a  special  reason  for  not 
requiring  more  at  the  moment.  Yet  such  a  one  will 
nevertheless  assert  that  he  carries  on  a  purely  whole- 
sale trade,  meaning  thereby  that  he  keeps  no  counter 
to  which  the  public  can  come  to  make  purchases  for  their 
ordinary  requirements,  and  seeks  only  to  sell  to  those 
who  require  his  goods  for  trading  purposes. 

Again,  the  sign  of  a  shop  often  bears  the  intimation 
that  the  proprietor  is  a  wholesale  and  retail  trader  in 
some  special  class  of  goods.  The  impression  which  this 
is  ordinarily  intended  to  convey  is  that,  although  small 
quantities  of  the  articles  sold  there  may  be  purchased, 
the    shopkeeper    is    himself    a    buyer    in    such    large 
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quantities  that  he  is  in  a  position  to  supply  smaller 
dealers  in  the  same  articles  to  advantage.  Within  the 
last  quarter  of  a  century,  certain  nice  distinctions  which 
used  to  exist  in  connection  with  wholesale  and  retail 
trade  have  been  materially  modified.  It  used  to  be 
commonly  the  practice  of  manufacturers  and  large 
wholesale  dealers  to  supply  their  goods  at  lower  prices 
to  wholesale  men  than  to  retailers,  even  if  the  latter 
were  perfectly  able  to  purchase  equally  large  quantities. 
The  ever-increasing  keenness  of  competition,  however, 
altered  this  state  of  things.  Most  of  the  manufacturers 
found  that,  if  they  declined  to  put  buyers  of  equal 
quantities  on  a  similar  footing,  they  began  to  lose 
trade,  as  some  competitor  or  other  was  sure  to  consent 
to  do  so.  So  the  protective  system  of  favouring  the 
wholesale  trade  universally  has  lost  ground,  with  the 
beneficial  result  that  the  retailer,  buying  to  greater 
advantage  than  formerly,  is  able  to  sell  cheaper  to  the 
public. 

It  further  follows  from  this  change  of  practice  that 
the  wholesale  dealer  (who  is  termed  the  middleman  by 
virtue  of  his  office  as  a  distributor  to  the  retailer  of 
the  produce  of  growers  and  manufacturers)  can  only 
carry  on  trade  profitably  when  he  possesses  the 
means  of  buying  the  produce  in  such  large  quantities 
that  it  is  to  the  advantage  of  the  retailer  to  buy  from 
him  rather  than  direct  from  the  grower  and  manu- 
facturer, who  regulate  their  selling  prices  according  to 
the  quantity  required.  As  an  illustration  it  may  be 
pointed  out  that,  in  ordinary  circumstances,  an  English 
wine-buyer  cannot  purchase  a  single  barrel  from 
a  continental  exporter  of  the  produce  of  his  own 
vineyards  as  cheaply  as  from  a  wine  merchant  in 
England  in  a  large  way  of  trade,  who  can  and  does 
auy  many  hundreds  of  barrels  of  wine  every  year. 
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The  advantage  gained  for  purchase  in  bulk  quantity 
was  the  motive  which  stimulated  the  growth  of  and 
mainly  originated  co-operative  store  trading,  which  is 
now  carried  on  in  every  business  centre  throughout 
the  country. 

Without  any  attempt  to  set  forth  the  merits  and 
demerits  of  this  form  of  trading,  one  point  may  here 
be  emphasised.  For  the  benefit  of  the  public  it  is 
absolutely  necessary  that  those  actively  engaged  in 
all  departments  shall  possess  as  much  knowledge  of 
the  articles  sold  as  private  shopkeepers  possess.  Other- 
wise, the  advantages  gained  by  it  in  one  way  will  be 
more  than  counterbalanced  by  disadvantages  in  another. 
For  example,  goods,  although  purchased  by  co-opera- 
tive buyers  in  large  bulk  quantity  and  offered  in 
consequence  at  lower  prices  to  the  public  than  by 
individual  traders,  may  deteriorate  through  ignorance 
on  the  part  of  those  whose  business  it  is  to  keep 
them  in  the  best  possible  state  of  preservation. 

Some  explanation  of  wholesale  and  retail  trade 
having  been  afforded,  it  is  now  necessary  to  indicate 
some  of  the  conditions  under  which  a  business  may  be 
legally  conducted.  As  compared  with  other  European 
nations  England  makes  but  few  restrictions.  So  long 
as  she  is  at  peace  with  another  country  any  subject  of 
that  country  can  trade  in  her  dominion,  and  may  buy, 
sell,  and  dispose  of  real  and  personal  property  there 
(British  ships  excepted)  just  as  a  natural  born  British 
subject  can  do.* 

A  minor  (that  is  any  one  under  twenty-one  years  of 
age)  may  not  enter  into  any  contract  so  as  to  be 
absolutely   bound   by   it   unless   it   be   for   necessaries. 

*  Except  by  special  King's  license  this  freedom  of  trade  lapses 
in  the  case  of  a  nation  with  whom  Great  Britain  may  be  at  war, 
so  long  as  the  war  shall  last. 
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Therefore  it  is  obvious  that  a  minor  should  not  trade 
alone.  In  case  of  his  being  supplied  with  goods  for 
carrying  on  business  and  failing  to  pay  for  them 
at  the  expiration  of  the  ordinary  term  of  credit 
covenanted  for,  the  debts  incurred  for  the  same  are 
not  recoverable  by  law,  and  he  cannot  be  made  a 
bankrupt  unless  he  represented  when  buying  the 
articles  that  he  was  of  age.  Should  he,  while  still  in 
his  minority,  enter  into  an  agreement  of  partnership, 
he  is  in  no  way  liable  for  the  debts  of  the  firm  which 
he  has  joined. 

A  clergyman  exercising  the  duties  of  his  office  is 
prohibited  from  trading  in  person  for  gain  or  profit. 
He  may  invest  money  in  a  business  company,  but  may 
not  act  as  one  of  its  directors.  If  he  have  a  living  to 
which  glebe  land  is  attached  he  may  farm  the  latter. 
Further,  if  acting  as  a  schoolmaster  or  tutor,  he  may 
supply  his  pupils  with  books,  and  he  may  write  and  dis- 
pose of  books  and  pamphlets  through  a  publisher  or 
bookseller. 

There  used  formerly  to  be  many  restrictions  relative 
to  the  carrying  on  of  a  trade  by  a  married  woman 
separately  from  her  husband,  but  these  have  been 
removed,  and  she  may  now  be  a  sole  trader,  entitled  to 
all  the  profits  of  her  business,  and  subject  to  the  bank- 
ruptcy laws  in  event  of  its  failure. 

After  some  reference  to  the  necessary  qualifications 
for  the  sole  trader,  the  carrying  on  of  trade  in  partner- 
ship forms  the  next  subject  for  consideration. 

When  two  or  more  men  or  women  of  full  age  and 
solvency  become  partners  they  enter  into  an  agreement 
to  combine  labour  or  property  and  to  share  the  results 
of  this*  combination.  Whether  the  division  of  the  work 
undertaken  or  the  amount  invested  in  it  be  equal  or 
otherwise  is  a  matter  of  arrangement  and  agreement 
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between  them.  It  often  does  happen  that  two  men 
become  partners  in  an  undertaking  and  that  it  falls  to 
one  of  them  to  contribute  the  necessary  funds  and  to  the 
other  the  necessary  knowledge  for  its  promotion. 

A  scientific  man,  for  instance,  may  have  discovered  a 
process  of  manufacture  which,  if  conducted  on  a  large 
scale,  is  likely  to  prove  highly  remunerative.  But  a  large 
sum  of  money  is  necessary  for  the  requisite  machinery, 
for  buildings,  and  for  the  employment  of  workmen.  If 
the  man  of  science  be  without  capital  he  naturally  tries 
to  induce  some  one  who  has  money  at  command  to  join 
him  as  a  partner.  Should  he  require  nothing  more  in 
the  way  of  co-operation  than  the  advancement  of  a  sum 
of  money  it  is  open  for  the  furnisher  of  it  to  become  a 
"sleeping  partner"  in  the  concern,  and  to  take  no  active 
part  in  its  working  arrangements.  The  other  would 
then  be  termed  the  "  working  "  or  "  active  partner." 

But  although  the  arrangements  between  men  entering 
into  partnership  may  be  that  one  shall  stipulate  to  be 
free  from  loss,  and  this  shall  be  agreed  to  and  covenanted 
for  by  his  partner  or  partners,  this  does  not  make  him 
less  liable  to  the  creditors  of  the  firm.  These  will  have  a 
legal  claim  on  all  the  partners  alike  if  the  engagements 
of  the  firm  be  not  fulfilled.  The  claim  to  be  exempted 
from  loss  only  holds  good  as  far  as  any  fellow-partner  be 
concerned.  Were  three  persons  to  put  ;£"  10,000  each  into 
a  business,  one  of  them  stipulating  and  the  other  two 
agreeing  that  he  should  be  free  from  loss,  and  the 
business  did  not  prove  remunerative,  so  that  at  the  end 
of  a  year  it  was  found  that  after  meeting  debts  there 
only  remained  ;^20,ooo,  the  partner  in  whose  favour  the 
clause  of  exemption  from  loss  had  been  made  could 
claim  from  the  other  two  that  their  shares  of  the  capital 
should  only  stand  as  ;^5,ooo  each  while  his  remained 
£\0f^QO  as  origindlly.     But  if  the  year's  trading  showed 
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debts  to  such  an  amount  that  the  whole  ;^30,ooo  would 
be  required  to  meet  them  and  the  two  partners  had  no 
more  money  to  put  into  the  business,  the  loss  of  the 
third  would  be  equal  to  theirs. 

Similarly,  the  taking  of  a  smaller  share  in  the  annual 
profits  of  a  business  does  not  diminish  the  liability  of 
that  particular  partner. 

Supposing  that  by  the  terms  of  partnership  one  of 
two  parties  was  entitled  to  four-fifths  of  the  yearly 
profits,  and  the  other,  consequently,  to  one-fifth  only ; 
supposing  further,  that  debts  were  incurred  to  the 
amount  of  ;6^20,ooo,  then  the  one-fifth  share  partner 
would  be  equally  liable  with  the  other  for  the  whole 
sum.  The  fact  that  he  never  had  as  much  profit  out  of 
the  concern  as  the  other  would  make  no  difference  in 
this  respect.  And  there  are  obvious  reasons  why 
the  fact  of  taking  a  less  share  of  annual  profits  when 
earned  should  not  diminish  the  liability  for  the  debts  of 
the  firm.  Those  who  trust  them  do  so  on  the  joint 
security  of  all  the  partners  in  the  firm.  They  have 
nothing  to  do  with  any  arrangement  as  to  the  division 
of  profits.  They  sell  their  goods  to  the  members  of 
the  firm  in  common,  and  a  contract  is  thus  created 
for  the  fulfilment  of  which  the  partners  are  alike  respon- 
sible. 

This  being  so,  it  is  of  the  greatest  importance  that 
there  should  be  no  evasion  of  such  responsibility,  and 
immense  pains  have  been  taken  accordingly  by  the  legal 
authorities  of  the  land  to  determine  that  which  constitutes 
partnership. 

Some  labour  under  the  erroneous  impression  that  a 
partnership  necessitates  a  written  agreement  on  which 
those  who  sign  it  must  acknowledge  themselves  as 
partners.  Were  this  so,  it  would  lead  to  a  great  deal  of 
evasion  of  the  responsibilities  of  a  partnership.     Many 
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would  manage  to  have  no  such  written  agreement,  and 
then,  when  called  upon  to  meet  the  engagements  of 
their  joint  transactions,  they  would  simply  refuse  to 
do  so,  and  would  shift  the  liability  on  to  one  another. 
Goods  would  be  procured  for  the  joint  interest,  and  the 
responsibility  of  joint  Hability  to  pay  for  them  would  be 
repudiated.  It  would,  in  short,  result  in  dishonest 
trading  if  evidence  of  partnership  had  to  be  in 
writing. 

The  law  of  England  is,  that  he  who  lends  his  name 
and  credit  to  a  firm  or  suffers  his  name  to  be  used  by  it, 
and  holds  himself  out  to  the  world  as  a  partner  therein, 
is  liable  for  its  engagements  (meaning  its  transactions 
and  their  results)  whether  he  have  any  real  interest  in 
the  firm  or  not. 

A  father,  for  instance,  who  was  formerly  in  partnership 
with  his  son  may  have  retired  from  the  business  and 
handed  it  over  to  the  latter,  and  have  ceased  to  derive  any 
profit  from  it  himself  for  a  long  time  in  consequence. 
But  unless  the  fact  of  his  having  so  retired  has  been 
publicly  made  known,  he  is  liable,  in  case  of  his  son's 
being  unable  to  do  so,  to  meet  the  engagements  of  the 
firm.  Those  who  supplied  the  son  with  goods  would  be 
in  a  position  to  maintain  that  they  acted  on  the  under- 
standing that  the  father  as  well  as  the  son  was  respon- 
sible for  the  payment. 

A  man  may  be  described  as  having  an  interest  in  a 
business  concern  without  being  a  partner  in  it.  The 
investment  of  a  sum  of  money  therein,  subject  to 
payment  of  annual  interest  only  in  the  event  of  there 
being  sufficient  profit  to  pay  it,  would  not  by  itself 
make  the  investor  a  partner,  nor  would  he  be  liable  in 
consequence  for  the  debts  of  the  firm.  But  if  these 
could  not  be  paid  in  full,  and  the  affairs  of  the 
commercial  house  were  laid  open  to  the  inspection  of 
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the  creditors,  steps  would  certainly  be  taken  immedi- 
ately to  ascertain  whether  the  party  who  had  advanced 
money  on  the  terms  indicated  above  had  in  any  way 
previously  sanctioned  the  publication  of  his  investment, 
with  a  view  to  promoting  the  interests  of  the  firm  by 
helping  to  convey  the  impression  that  it  was  amply 
provided  with  funds  for  carrying  on  business,  and 
thereby  in  commercial  phraseology  "establishing  its 
credit."  If  this  were  ascertained  to  have  been  the  case 
the  creditors  would  assert  that  the  party  was  a  sleep- 
ing partner  in  the  concern,  and  was  thus  liable  for 
its  engagements. 

There  are  many  reasons  which  may  be  urged  for  the 
necessity  of  exercising  extreme  caution  before  entering 
into  a  partnership.  Many  a  man  has  afterwards  grave 
reasons  for  regret  through  having  done  so  too  precipi- 
tately. Sometimes  a  young  man  lets  himself  be 
admitted  under  the  condition  that  he  shall  be  entitled 
to  a  small  share  in  the  profits  of  the  business  after  a 
fixed  rate  of  interest  has  been  paid  on  the  capital 
belonging  to  the  other  partners.  Many  wealthy  firms 
experience  years  in  which  their  average  annual  profit 
is  materially  diminished  owing  to  exceptional  circum- 
stances. The  sudden  outbreak  of  a  war,  and  its 
unexpected  termination,  may  materially  raise  and  then 
lower  rapidly  again  the  price  of  a  commodity  much 
in  demand  which-  one  of  the  contending  countries 
usually  exports  in  large  quantities  in  times  of  peace. 
Consequently  a  firm  dealing  in  those  goods  may  in 
any  one  year  have  its  profits  diminished  from  the 
average  of  15  per  cent,  to  5  per  cent.,  and  a  hard- 
working partner  may  have  nothing  to  show  for  his  year's 
work,  should  he  have  been  sanguine  enough  to  have 
allowed  himself  to  be  taken  into  partnership  on  condi- 
tion  of  receiving   a   share  of  the  annual  profits  after 
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the  payment  of  5  per  cent,  on  the  capital  of  the  partners 
already  in  the  firm. 

Then  again,  in  matters  pertaining  to  the  joint  trade, 
the  act  of  one  partner  is  binding  on  the  rest.  If  on 
behalf  of  the  firm  he  make  an  injudicious  contract  the 
others  must  abide  by  the  consequences.  The  fact 
that  they  had  not  been  consulted  in  the  matter  is 
no  ground  for  treating  the  contract  as  cancelled.  Of 
course  partners  always  try  to  arrange  that  those  who 
control  the  various  departments  shall  be  the  best 
fitted  by  experience  and  capacity  for  so  doing.  But 
an  enforced  absence  or  some  other  special  cause  may 
necessitate  a  temporary  control  by  a  fellow  partner,  and 
his  engagements,  even  if  injudicious,  are  nevertheless 
binding. 

The  Court  of  Chancery,  on  being  appealed  to,  will 
dissolve  a  partnership  if  it  can  be  shown  that  there 
has  been  any  gross  violation  of  the  covenant  entered 
into  on  its  formation.  Otherwise  it  is  not  disposed  to 
interfere.  When  one  of  two  partners  presses  for 
a  dissolution  on  the  ground  that  the  other  has  neglected 
the  interests  of  the  business  by  prolonged  absence,  or 
by  too  short  attendance  to  it  daily,  such  a  plea  is  gener- 
ally dismissed.  The  physical  powers  of  two  men  so 
associated  are  seldom  equal,  and  the  less  time  devoted 
to  business  by  the  weaker  of  the  two  might  be  regarded 
as  being  inevitable.  At  the  same  time,  the  law  does 
enforce  that  partners  shall  act  with  fidelity  towards  each 
other.  A  partner  in  one  business  cannot  enter  into 
another  which  will  dispose  him  to  do  less  than  his  best 
for  the  former.  This  would  be  termed  a  breach  of  good 
faith. 

When  a  partnership  is  contracted  in  writing,  the 
agreement  is  spoken  of  as  the  Articles  of  Partnership. 
It  usually  sets  forth  the  objects  of  the  partnership,  the 
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date  of  its  commencement,  and  that  fixed  for  its  ter- 
mination, the  amount  of  capital  to  be  put  into  it,  and 
the  arrangements  for  the  division  of  the  profits.  There 
is  often  a  proviso  as  to  the  mode  in  which  differences 
that  may  arise  between  the  partners  shall  be  dealt  with, 
and  there  is  almost  invariably  a  stipulation  that  there 
shall  be  an  annual  stocktaking  for  the  purpose  of  ascer- 
taining the  financial  position  of  the  firm.  This  is 
effected  by  taking  a  valuation  at  market  price  of  the 
stock,  by  ascertaining  the  amount  of  debts  due  to  the 
firm,  and  of  those  owing  to  their  creditors,  and  then 
striking  a  balance  after  the  deduction  of  the  last-named 
item.  The  mode  for  winding-up  affairs  at  the  dissolu- 
tion of  partnership  is  also  generally  specified  in  the 
Articles  of  Partnership. 


CHAPTER  V 

COMPANIES,   SYNDICATES,  AND  TRUSTS 

Two  forms  of  trading,  viz.,  that  of  the  sole  trader,  and 
that  of  traders  in  partnership,  having  been  to  some 
extent  dealt  with,  company  trading  demands  atten- 
tion. 

From  early  ages,  men  have  combined  for  commercial 
enterprises,  and  have  found  it  expedient  to  enact  regula- 
tions connected  with  their  operations  ;  and,  usually,  when 
those  operations  became  extensive,  need  has  arisen  for 
some  form  of  special  governmental  control.  A  Joint 
Stock  Company  has  been  defined  as  an  association  of 
individual  members,  or  a  qualified  corporation  formed 
by  the  act  of  the  members  themselves,  which  has,  and 
trades  on,  a  common  capital  contributed  by  its  mem- 
bers, and  divided  into  shares,  of  which  each  member 
possesses  at  least  one,  and  which  the  owner  may 
transfer  without  the  consent  of  the  other  members. 
In  the  present  day  all  the  joint  stock  companies  of 
the  United  Kingdom  must  be  conducted  in  accord- 
ance with  the  existing  legal  measures  which  have 
been  passed  for  their  regulation,  and  which  have  to 
be  constantly  amended  to  meet  the  ever-increasing 
extent  of  company  trading.  The  Companies  Act  of 
1862  repealed  some  of  the  earlier  laws  on  the  subject, 

and  consolidated  the  rest,  and  there  have  been  various 
33  ^ 
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subsequent  amendments  terminating  in  the  Companies 
Act  of  1900. 

By  the  provisions  which  still  remain  in  force  of  the 
Act  of  1862,  an  incorporated  company  must  consist  of 
not  less  than  seven  persons,  who  have  to  sign  their 
names  to  a  Memorandum  of  Association,  and  comply 
with  certain  regulations  as  to  registration  which  appear 
in  the  Act. 

The  capital  of  a  joint  stock  company  is  usually 
divided  into  equal  shares.  Each  member  of  the  com- 
pany holds  a  certain  number,  and  in  proportion  to  that 
number  he  is  entitled  to  participate  in  the  profits  of  the 
undertaking. 

As  soon  as  all  these  shares  have  been  taken,  no  one 
else  can  enter  the  company,  except  by  obtaining  one  or 
more  of  the  shares  from  some  of  the  existing  members. 
Otherwise  the  company  would  be  trading  inconsistently 
with  the  agreement  on  which  it  was  founded,  viz.,  that 
it  was  to  be  formed  of  a  certain  number  of  shares,  re- 
presenting a  definite  amount  of  capital.  If  a  man  be 
induced  to  invest  £\,QOO  in  an  undertaking  on  the 
strength  of  the  representation  that,  when  his  money 
has  been  combined  with  ;^  19,000  invested  by  others, 
he  will  be  likely  to  receive  a  large  interest  for  his 
money  in  the  form  of  a  twentieth  share  in  the  profits, 
he  would  be  unfairly  treated  if,  without  his  consent, 
further  persons  were  allowed  to  invest  another  ;£"5,ooo 
in  the  concern,  thus  reducing  the  proportion  of  his 
share  in  the  profits  to  one  twenty-fifth. 

If  it  be  found,  after  having  commenced  operations, 
that  more  capital  is  desirable,  and  its  introduction  likely 
to  benefit  the  interests  of  the  existing  shareholders, 
the  issue  of  more  shares  for  the  purpose  of  obtain- 
ing it  must  usually  be  sanctioned  by  a  vote  at  a 
general   meeting.      All  the  shareholders  must  be  duly 
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apprised  that  such  a  measure  will  be  proposed  at  that 
meeting. 

Shares  are  very  generally  issued  by  a  company  in 
two  forms,  (i)  Preference  Shares^  (2)  Ordinary  Shares. 
The  former  bear  a  fixed  rate  of  dividend  from  the  time 
of  their  issue,  and  no  part  of  the  profits  is  reserved 
for  division  among  the  holders  of  ordinary  shares 
unless,  and  until,  there  be  sufficient  to  pay  the  dividend 
on  the  preference  shares.  The  latter  dividend,  however, 
usually  remains  invariable  without  respect  to  an  increase 
in  the  profits  of  the  company,  though  in  some  instances 
the  preference  shareholders  receive  an  increased  dividend 
after  the  ordinary  shareholders  have  received  a  certain 
amount. 

The  student  naturally  asks,  what  purpose  does  com- 
pany trading  serve,  and  what  are  its  advantages  as 
compared  with  trading  (i)  solely,  (2)  in  partnership? 

It  may  be  answered  that  it  is  calculated  to  command 
a  larger  amount  of  capital  at  a  smaller  individual  risk. 
Further,  that  it  makes  very  large  businesses  more  easily 
divisible.  When  the  business  capital  is  in  the  hands 
of  a  few  there  may  not  be  enough  to  pay  out  the  share 
of  a  deceased  partner  without  considerable  disarrange- 
ment. 

An  announcement  constantly  appears  to  the  effect 
that  some  old  established  business  concern  is  about  to 
be  converted  into  what  is  called  a  private  company. 
The  term  "  private "  in  this  connection  implies  that  no 
shares  in  the  business  will  be  issued  to  the  public. 
Such  an  arrangement  may  be  of  great  convenience  for 
all  the  partners  concerned.  The  seniors  who  wish  to 
take  a  less  active  part  in  the  daily  work  than  they 
have  done  hitherto,  feel  a  greater  security  in  their 
retirement,  when,  instead  of  being  liable  to  the  whole 
extent   of    their   means   for   the   engagements   of   the 
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business,  their  responsibility  is  limited  to  the  value  of 
their  shares  in  it,  plus  any  uncalled  capital.  For  it 
must  be  borne  in  mind,  in  speaking  of  uncalled  capital, 
that  shareholders  in  an  undertaking  are  frequently  not 
called  upon  to  pay  up  their  shares  in  full.  The  unpaid 
portion  of  each  share  then  constitutes  part  of  a  further 
reserve  of  capital  which  has  to  be  forthcoming  in  the 
event  of  its  being  required  for  working  purposes. 

A  partner  in  a  private  trading  concern  is  called  upon 
to  contribute  all  his  means  to  help  to  pay  the  debts 
incurred  by  the  firm  if  they  cannot  otherwise  be  met. 
He  must  hold  nothing  back.  He  is  pledged  jointly 
with  the  other  partners  to  pay  these  debts  to  the  best 
of  his  ability,  and  is  legally  liable  for  them.  But  if  his 
firm  be  lawfully  converted  into  a  limited  company,  the 
creditors  have  then  no  outside  claim  on  his  private 
property,  provided  that  he  has  paid  all  that  is  due  on 
the  shares  taken  by  him  in  the  company. 

There  are  three  forms  in  which  a  company  may 
be  registered,  (i.)  as  a  company  limited  by  shares^ 
(ii.)  as  a  company  limited  by  guarantee,  and  (iii.)  as 
an  unlimited  company. 

(i.)  When  a  limited  liability  company  is  formed  (and 
the  majority  of  trading  companies  are  formed  on  the 
basis  of  limited  liability),*  the  Memorandum  of  Associa- 
tion must  contain  the  following  particulars  : — 

(i)  The  name  of  the  proposed  company,  with  the  addition  of  the 
word  "  limited  "  as  the  last  word  of  the  title. 

(2)  The  part  of  the  United  Kingdom,  whether  England,  Scotland, 

or  Ireland,  in  which  the  registered  office  of  the  company 
is  proposed  to  be  situated. 

(3)  The  objects  for  which  the  proposed  company  is  to  be  estab- 

lished. 

(4)  A  declaration  that  the  liability  of  the  members  is  limited. 

*  See  next  page. 
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(5)  The  amount  of  capital  with  which  the  company  proposes  to  be 
registered,  divided  into  shares  of  a  certain  fixed  amount, 
subject  to  the  following  regulations  :  {a)  that  no  subscriber 
shall  take  less  than  one  share  ;  and  {p)  that  each  subscriber 
to  the  Memorandum  of  Association  shall  write  opposite  to 
his  name  the  number  of  shares  he  takes. 

These  regulations,  being  set  forth  in  comparatively 
simple  language,  do  not  appear  to  call  for  much 
explanation.  With  reference  to  (3),  the  objects  for 
which  the  company  is  to  be  established,  this  implies 
that  the  class  of  trade  which  is  intended  to  be  taken 
up  must  be  specified  within  reasonable  limits.  For  any 
particular  kind  of  manufacture  special  appliances  and 
machinery  are  required,  and  the  cost  of  these  is  gener- 
ally an  important  consideration.  The  interests  of  the 
shareholders  must  always  be  consulted,  and  if  they  had 
subscribed  their  money  on  a  written  understanding  that 
the  capital  was  invested  for  the  purpose  of  a  special 
manufacture,  it  would  be  most  unfpiir  if  those  whose 
business  it  was  to  direct  the  operations  of  the  company 
(viz.,  the  elected  managing  directors)  were  to  take  upon 
themselves  to  spend  a  large  amount  of  the  company's 
available  funds  in  acquiring  appliances  and  machinery 
for  a  class  of  manufacture  of  a  totally  different  nature. 
For  instance,  people  might  be  asked  to  contribute 
money  to  promote  and  carry  on  the  trade  of  manu- 
facturing confectioners,  and  it  would  be  a  breach  of 
faith  if  those  who  pledged  themselves  to  direct  the 
necessary  operations  were  to  take  up  gunpowder- 
making,  however  excellent  might  be  their  prospect 
of  profits. 

The  declaration  that  the  liability  of  the  members  is 
limited  is  of  great  importance,  as  those  who  enter  into 
engagements  with  the  company  know  what  they  have 
to  expect.     Men  known  to  be  possessed  of  great  wealth 
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may  be  amongst  the  shareholders,  but  should  the 
business  undertaken  by  the  company  fail  to  be  remune- 
rative, and  necessitate  its  winding-up,  the  wealthier 
portion  of  the  shareholders  will  not  be  liable  for  the 
whole  amount  of  the  loss  incurred  any  more  than  will 
those  possessed  of  smaller  means  who  hold  a  propor- 
tionally less  number  of  shares. 

The  law  on  this  point  is  clearly  laid  down  as  follows 
in  the  Act  of  1862,  sec.  38  (4) : — 

"In  the  case  of  a  company  limited  by  shares,  no  contribution 
shall  be  required  from  any  member  exceeding  the  amount,  if  any, 
unpaid  on  the  shares,  in  respect  of  which  he  is  liable  as  a  present 
or  past  member." 

(ii.)  A  company  limited  by  guarantee  is  one  in  which 
the  members  respectively  undertake  to  contribute  a 
fixed  sum  in  case  of  the  winding-up  of  the  company.  If 
such  a  one  be  formed  and  prove  unprofitable,  it  cannot 
be  wound  up  and  its  proceedings  properly  brought  to 
a  termination  without  considerable  expense.  The 
money  thus  guaranteed  provides  for  the  possible 
occurrence  of  such  a  contingency. 

(iii.)  In  an  unlimited  company  the  liability  of  the 
members  is  not  confined  to  the  amount  of  the  shares 
held  by  the  same.  As  in  ordinary  partnerships,  each 
member  is  liable  for  the  company's  liabilities,  and 
must  in  case  of  necessity  contribute  to  their  dis- 
charge to  the  full  extent  of  his  means. 

Every  company  under  the  Act  of  1862  must  have 
a  registered  office,  to  which  all  communications  may 
be  addressed.  Notice  of  the  situation  of  this  has  to 
be  given  to  the  Registrar  of  Joint  Stock  Companies, 
who  keeps  a  record  of  it.  The  name  of  every  limited 
company  must  be  on  the  outside  of  all  its  offices,  as 
well  as  on  all  its  documents  and  publications,  notices 
and  advertisements. 
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Every  limited  company  has  to  keep  a  register 
containing  particulars  of  all  charges  affecting  the 
property  of  the  company.  This  being  free  for  in- 
spection by  members  and  creditors  of  the  company, 
they  can  thus  readily  see  the  extent  to  which  the 
property  of  the  company  stands  pledged. 

Another  term  used  in  connection  with  company 
finance  is  that  of  debenture.  A  debenture  is  a  declara- 
tory deed  given  by  a  public  company  for  borrowed 
money.  A  company  may  offer  to  borrow  a  certain 
sum,  pledging  that  a  fixed  notified  rate  of  interest 
shall  be  paid  on  it.  This  is  ordinarily  done  by 
issuing  a  certain  amount  of  debenture  stock. 

Debenture  holders  in  a  company  have  the  first 
claim  for  dividends,  prior  even  to  that  of  the  preference 
shareholders.  But  the  debenture  holders  get  no  more 
annual  interest  than  that  originally  covenanted  to  be  paid 
to  them  when  the  company  issued  the  debenture  bonds, 
whether  an  undertaking  results  in  payment  of  5  or 
50  per  cent,  dividends  to  ordinary  shareholders. 

On  the  other  hand,  if  there  should  be  only  a  small 
amount  of  profit,  it  is  devoted  to  payment  of  the 
interest  on  the  debentures,  while  the  ordinary  share- 
holders receive  nothing.  The  debenture  holder  is  a 
creditor,  and  must  be  paid  even  if  no  profit  is  made, 
but  the  shareholders  are  quasi-partners,  who  are  only 
paid  out  of  profits. 

Any  debentures  of  the  company  and  any  mortgages 
effected  on  the  company's  property  have  likewise  to  be 
entered  in  the  register  mentioned  above. 

Sometimes  a  company  mortgages — that  is,  pledges 
— the  land  acquired  by  it  for  the  erection  of  necessary 
buildings  for  carrying  on  its  operations.  Or  it  may 
mortgage  the  buildings  themselves  in  return  for  a  sum 
of  money  on  which  an  annual  amount  of  interest  is 
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paid,  at  a  rate  agreed  upon  at  the  time  of  effecting  the 
mortgage.  The  party  advancing  this  money  is  called 
the  mortgagee.  He  is  given  a  deed  of  mortgage  attest- 
ing his  right  to  the  property  so  pledged.  To  get  rid 
of — or,  to  use  the  conventional  term,  to  redeem — the 
mortgage,  the  capital  sum  advanced  must  be  paid  back 
together  with  interest  to  the  date  of  the  redemption. 

Any  other  form  of  loan  to  the  company  must  also 
be  entered  on  its  register,  and  be  open  to  inspection  by 
any  creditor  or  member  of  the  company  at  all  reason- 
able times. 

Particulars  of  all  mortgages  and  other  charges 
created  by  the  company  have  now  to  be  supplied  to 
the  Registrar  of  Joint  Stock  Companies,  who  records 
and  certifies  them. 

When  a  company  is  formed  with  a  good  many 
shareholders,  it  is  clear  that  it  will  not  be  suitable  for 
all  of  them  to  take  an  active  part  in  the  management. 
This  is  consequently  undertaken  by  the  directors  of  the 
company. 

According  to  regulations  usually  in  force,  these  are 
chosen  in  the  first  place  by  the  subscribers  to  the 
Memorandum  of  Association  already  referred  to. 
Subsequently  they  are  elected  annually  by  the  com- 
pany in  a  general  meeting. 

It  has  frequently  been  found  that  when  a  company 
has  been  convicted  of  irregular  proceedings,  some  of 
those  who  have  appeared  before  the  public  as  directors 
of  it  have  come  forward  to  say  that  they  were  appointed 
as  directors  without  their  knowledge,  and  never  con- 
sented to  act  as  such.  But  it  is  now  enforced  in  the 
Companies  Act  of  1900,  chap.  48,  sec.  2,  that — 

"  A  person  shall  not  be  capable  of  being  appointed  director  of 
a  company  by  the  Articles  of  Association,  and  shall  not  be  named 
as  a  director  or  proposed  director  of  a  company  in  any  prospectus 
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issued  by  or  on  behalf  of  the  company,  unless  before  the  registra- 
tion of  the  articles,  or  the  publication  of  the  prospectus  as  the  case 
may  be,  he  has  by  himself,  or  by  his  agent,  authorised  in  writing, 
signed  and  filed  with  the  registrar,  a  consent  in  writing  to  act  as 
such  director  ;  and  either  signed  the  Memorandum  of  Association 
for  a  number  of  shares  not  less  than  his  qualification  (if  any),  or 
signed  and  filed  with  the  registrar  a  contract  in  writing,  to  take 
from  the  company  and  pay  for  his  qualification  shares  (if  any)." 

When  the  Memorandum  and  Articles  of  Association 
of  a  company  are  sent  up  to  Somerset  House  to  be 
registered,  for  the  purpose  of  obtaining  permission  to 
commence  the  business  for  which  the  company  has 
been  formed,  the  list  of  those  who  have  consented  to 
be  directors  has  to  be  deHvered  to  the  registrar. 

When  a  prospectus  of  a  company  appears  in  accord- 
ance with  the  rules  of  company  registration,  it  contains 
not  only  a  list  of  directors,  but  specifies  who  of  them  are 
to  act  as  managing  directors^  to  direct,  that  is  to  say,  the 
business  of  the  company  from  day  to  day.  Their  duties 
include  the  making  of  its  payments,  and  the  conduct  of 
its  sales,  and  every  cheque  paid  by  a  company  has 
usually  to  be  signed  by  at  least  two  of  the  directors, 
an  arrangement  which  tends  to  act  as  a  preventive 
against  fraud. 

The  publicity  thus  ensured  is  a  safeguard  against 
misconception.  The  shareholders  then  know  who  of 
the  directors  have  pledged  themselves  to  continual 
close  supervision  of  their  interests. 

All  the  directors,  managing  and  otherwise,  arrange 
to  have  periodical  directors'  meetings.  These  are  held 
weekly,  fortnightly,  or  monthly,  as  thought  best  for  the 
despatch  of  the  necessary  business  arising  out  of  the 
working  of  the  company.  The  directors  agree  upon 
the  "quorum,"  or  the  minimum  attendance  necessary 
for  the  transaction  of  business.     They  usually  elect  a 
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chairman  or  president  to  preside  at  the  meetings,  and 
a  vice-chairman  to  preside  in  his  absence.  Questions 
arising  at  their  meetings  have  to  be  decided  by  a 
majority  of  votes.  In  case  of  an  equality  of  votes,  the 
chairman  has  power  to  give  a  second  or  casting  vote. 

Minute  books  have  to  be  kept  both  of  the  meetings 
of  the  shareholders  and  of  the  directors,  and  in  either 
case  the  presiding  chairman  has  to  sign  the  minutes  of 
the  last  meeting. 

The  regulations  as  to  directors  vary  according  to 
the  articles  of  the  company,  but  the  ordinary  rule  in 
company  formation  is  that  those  who  are  appointed 
directors  cannot  qualify  as  such  without  taking  a 
certain  number  of  shares,  so  as  to  ensure  their 
pecuniary  interest  in  the  success  of  whatever  company 
they  may  direct.  Thus,  in  the  interests  of  commercial 
morality,  care  is  taken  that  the  public  be  not  misled 
by  false  pretences.  No  one  should  lend  his  name  to 
an  undertaking  without  sharing  its  responsibility. 

The  payment  of  the  directors  for  future  work  as  well 
as  for  that  which  they  have  found  necessary  to  do  up  to 
the  date  of  the  first  general  meeting  has  to  be  deter- 
mined at  that  meeting,  so  that  all  the  shareholders  may 
have  a  voice  and  vote  in  the  matter.  At  the  first  meet- 
ing after  the  statutory  one  held  at  the  commencement  it 
is  usual  for  all  the  directors  to  retire  from  office.  This, 
however,  is  a  purely  formal  matter,  and  they  are 
commonly  re-elected  at  once  unless  some  special  reason 
has  arisen  sufficient  to  exclude  any  of  them. 

At  the  first  ordinary  meeting  in  every  subsequent 
year,  one-third  of  the  directors,  or  the  nearest  number 
to  one-third  should  their  number  not  be  a  multiple  of 
three,  must  retire  from  office,  subject  to  re-election. 

As  the  post  of  director  is  one  of  extreme  trust,  the 
Acts  have  been  framed  with  a  view  to  affording  facilities 
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for  getting  rid  of  any  director  who  shall  in  the  smallest 
degree  betray  that  trust.  Any  change  that  takes  place 
in  the  directors  has  to  be  notified  to  the  registrar. 

The  directors  are  responsible  for  the  correct  keeping 
of  the  accounts  of  the  company,  and  at  least  once  a 
year  they  have  to  lay  before  the  members  in  general 
meeting  a  statement  of  the  past  year's  income  and  expen- 
diture. 

Under  the  existing  regulations  every  registered 
company  limited  by  shares  must  hold  a  meeting  within 
a  period  of  not  less  than  one  month  nor  more  than  three 
months  from  the  date  at  which  it  is  entitled  to  commence 
business.  At  least  seven  days  before  this  is  to  take 
place  the  directors  must  send  a  certified  report  to  every 
member  of  the  company,  indicating  the  total  amount  of 
shares  allotted,  and  the  total  amount  of  capital  received 
by  the  company  for  the  same,  and  specifying  whether 
these  shares  have  been  fully  or  partly  paid  up.  At  this 
statutory  meeting  the  directors  are  responsible  for  the 
production  of  a  list  showing  the  names,  descriptions,  and 
addresses  of  the  members  of  the  company  and  the 
number  of  the  shares  held  by  them  respectively,  so  that 
any  member  may  have  the  opportunity  of  examining 
these  particulars  while  the  meeting  is  going  on. 

Particulars  of  the  receipts  and  payments  of  the 
company  up  to  the  date  of  the  report  have  also  to 
be  afforded,  and,  further,  the  names,  addresses,  and 
descriptions  of  the  directors,  manager  (if  any),  secretary, 
and  auditors  (if  any)  of  the  company.  A  registered 
company  must  have  capable  inspectors  of  its  accounts, 
and  these — the  auditors — are  generally  chosen  from 
firms  of  public  accountants,  who  check  the  company's 
figures  and  prepare  the  necessary  statements  of 
accounts. 

It    is    enacted   that   every   company   shall   at  each 
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general  meeting  appoint  an  auditor  or  auditors  to  hold 
office  until  the  next  general  meeting. 

The  auditors  have  to  sign  a  certificate  at  the  foot 
of  every  balance-sheet  stating  whether  or  not  all  their 
requirements  as  auditors  have  been  complied  with. 
Every  auditor  has  to  have  a  list  delivered  to  him  of 
all  books  kept  by  the  company,  and  should  he  think 
that  anything  had  been  concealed  from  him,  it  would 
be  his  duty  to  draw  attention  to  the  same  as  otherwise 
he  could  not  conscientiously  certify  that,  after  an 
examination  of  the  accounts,  the  balance-sheet  was, 
in  his  opinion,  both  full  and  fair. 

The  auditor's  report  has  to  be  read  together  with  the 
report  of  the  directors  at  the  ordinary  meeting.  It  is 
in  a  general  meeting  of  shareholders  that  the  directors 
declare  such  dividends  as  are  available  to  be  paid  to 
the  members,  in  proportion  to  their  shares.  All  the 
members  have  to  receive  notice  of  this. 

In  point  of  fact  the  company  laws  now  enforce  that 
the  construction,  organisation,  and  transactions  of  a 
company  shall  be  as  much  as  possible  made  public  to 
its  members  ;  and  directors  who  do  not  facilitate  this 
end,  are  considered  to  act  irregularly.  They  are 
responsible  for  taking  measures  that  the  company's 
books  of  account  be  open  to  the  inspection  of  members 
during  the  hours  of  business,  subject  to  the  reasonable 
convenience  of  the  manager,  who  is  likewise  bound  to 
do  his  utmost  to  meet  this  requirement. 

Legal  provision  is  made  for  giving  effect  to  the 
wishes  of  shareholders  who  have,  or  think  they  have. 
urgent  business  to  bring  before  the  company  at  sudden 
notice.  They  can  summon  for  this  purpose  what  is 
called  an  extraordinary  general  meeting,  z>.,  a  general 
meeting  of  the  members  of  the  company  other  than 
those    ordinarily    arranged   for   and   held    at   specified 
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intervals.  The  directors  are  bound  to  call  such  a 
meeting,  provided  that  the  request  presented  to  them 
is  signed  by  the  holders  of  not  less  than  one-tenth  of 
the  issued  capital  of  the  company  upon  which  all  calls 
or  other  sums  then  due  have  been  paid.* 

A  further  resource  at  the  disposal  of  shareholders  is 
an  appeal  to  the  Board  of  Trade.  The  members  of  a 
company,  who  think  that  its  affairs  are  being  mis- 
managed by  the  directors,  can  lodge  an  application 
made  by  holders  of  not  less  than  one-fifth  of  the  whole 
shares  of  the  company  with  H.M.  Board  of  Trade  to 
request  an  inspection. 

Further,  they  are  invested  with  important  powers  in 
general  meeting.  The  members  may  pass  a  resolution 
that  the  company's  proceedings  shall  be  terminated  by 
being  wound  up  voluntarily,  or  by  petition  to  the  court. 
In  the  event  of  a  voluntary  winding-up  the  company 
ceases  to  carry  on  its  business  except  in  so  far  as  is 
considered  beneficial.  For  instance,  it  would  be  neces- 
sary to  take  steps  to  sell  the  stock  in  trade,  but  not  to 
buy  more  beyond  that  which  would  be  required  while 
the  sale  was  being  effected. 

As  a  winding-up  by  court  is  generally  brought  about 
either  through  some  irregular  proceedings  connected 
with  the  trading  of  a  company  or  on  account  of  its 
inability  to  meet  engagements,  it  may  be  as  well  to 
quote  the  provisions  under  which  it  may  be  so  wound 
up  (25  and  26  Vict,  cap  89,  part  iv.  79). 

(i)  Whenever  the  company  has  passed  a  special  resolution  re- 
quiring the  company  to  be  wound  up  by  the  court. 

(2)  Whenever  the  company  does  not  commence  its  business  within 
a  year  from  its  incorporation,  or  suspends  its  business  for 
the  space  of  a  whole  year. 

*  See  Companies  Act,  1900,  63  and  64  Vict.,  sec.  13(1). 
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(3)  Whenever    the    members    are    reduced    in    number    to  less 

than  seven. 

(4)  Whenever  the  company  is  unable  to  pay  its  debts. 

(5)  Whenever  the  court  is  of  opinion  that  it  is  just  and  equitable 

that  the  company  should  be  wound  up. 

The  passing  of  the  Companies  Act  of  1900  was 
considered  of  sufficient  importance  to  be  mentioned  in 
the  Speech  from  the  Throne  at  the  close  of  the  Parlia- 
mentary Session.     It  was  referred  to  as  follows  : — 

"  The  bill  for  the  regulation  of  limited  companies  and  for  the 
discovery  of  fraud  in  the  conduct  of  them  will  supply  a  want  that 
has  long  been  keenly  felt." 

The  general  principle  of  the  measure  is  that  such 
information  about  a  company  shall  be  published  as  a 
prudent  man  would  require  before  he  became  a  share- 
holder, or  had  dealings  with  it,  and  prudence  and 
common  sense  are  here,  as  elsewhere  in  commercial 
life,  the  main  requisites  for  self-protection. 

This  chapter  should  not  be  concluded  without  a 
reference  to  the  associations,  more  familiar  in  the 
United  States  than  here,  known  as  syndicates  or  trusts. 

When  private  companies  are  founded  for  the  purpose 
of  carrying  out  some  operation  which  is  not  in  the 
ordinary  nature  of  a  business,  these  are  customarily 
termed  syndicates.  Formerly,  those  who  combined  to 
form  a  syndicate  commonly  signed  a  written  agree- 
ment for  the  purpose,  and,  being  thereby  made  partners, 
were  liable  to  serious  partnership  risks.  But  syndicates 
are  now  usually  formed  and  registered  as  private  com- 
panies with  a  view  to  limiting  the  liability  of  the 
members. 

Several  examples  of  cases  lending  themselves  to 
syndicate  operations  are  to  be  found  in  a  valuable  little 
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book  on  private  companies  and  syndicates,*  which 
affords  very  clear  information  on  the  subject.  The 
writer  includes,  among  others,  the  entering  into  mining 
operations  and  the  acquisition  of  mining  property  with 
a  view  to  reselling  it  at  a  profit ;  the  acquisition  of 
patent  rights  and  formation  of  a  company  for  their 
purchase,  and  the  buying  up  of  a  mercantile  commodity 
on  market  so  as  to  re-sell  it  after  a  rise  in  value. 

Syndicates  of  this  last  kind  are  less  common  in 
England  than  in  countries  protected  by  tariffs.  The 
latter  can  practically  shut  out  foreign  competition  from 
their  markets,  so  that  combinations  are  not  interfered 
with.  In  England,  if  there  be  a  combination  to  control 
the  selling  prices  of  some  particular  product  throughout 
the  kingdom,  the  influx  of  further  supplies  from  abroad 
makes  it  more  difficult  to  maintain  a  fixed  standard  of 
prices.  But  in  the  United  States,  for  instance,  com- 
binations, commonly  termed  "  trusts,"  are  very  prevalent, 
and  are  in  many  cases  firmly  established.  The  Standard 
Oil  Trust,  which  controls  the  petroleum  market,  may  be 
cited  as  an  example.f 

The  following  explanation  may  be  quoted  from  a 
recognised  authority  on  the  subject : — 

"  The  fundamental  idea  of  a  trust  is  that  the  affairs  of  all  its 
individual  members  shall  be  absolutely  controlled  by  the  organisa- 
tion and  for  the  organisation.     In  order  to  do  this,  of  course,  it 

*  Private  Companies  and  Syndicates^  by  Francis  Beaufort 
Palmer,  15th  edition,  1899.     is. 

t  A  great  steel  combine  in  America  is  at  the  present  moment 
a  matter  of  anxiety  to  those  English  manufacturers  who  are 
interested  in  the  industry.  Some  of  these  are  in  consequence 
contemplating  the  establishment  of  works  for  certain  branches 
of  their  business  in  the  United  States  so  as  to  get  over  the 
difficulty  of  having  to  sell  at  the  same  price  as  the  American 
manufacturers,  in  addition  to  paying  a  duty  of  from  ^10  to  ^13 
per  ton. 


48  PROS  AND  CONS  OF  COMBINATION    [chap.  v. 

is  necessary  that  the  trust  shall  do  more  than  merely  control 
production  and  price,  although  that  may  be,  and  generally  is, 
the  sole  raison  d'etre  of  the  combination.  The  trust  must  be  the 
virtual  if  not  the  absolute  owner  of  all  the  properties  or  concerns 
that  are  parties  to  the  compact.  This  is  usually  achieved  by 
buying  out  all  the  different  works  or  other  properties  that  are 
engaged  in  the  business  which  it  is  proposed  to  control.  A  large 
capital  is  usually  necessary  for  the  purpose,  but  it  often  happens 
that  the  proprietors  of  the  concerns  syndicated  are  content  to 
accept  their  payment  in  trust  shares.  This  was  the  case  with 
the  Salt  Trust  and  the  Chemical  Trust  in  England,  to  which,  in 
each  case,  all  the  principal  producers  were  parties."  * 

The  common  tendency  of  the  public  is  to  look  on 
most  forms  of  syndicates  connected  with  trade  with  a 
certain  degree  of  suspicion,  and  to  regard  many  of  them 
as  forms  of  conspiracy  against  the  general  community. 
The  belief  that  those  who  have  the  power  to  raise  prices 
will  refrain  from  so  doing  is  seldom  entertained.  On 
the  other  hand,  arguments  of  experience  can  be  urged 
which  appear  to  be  in  their  favour.  There  is  the  saving 
of  expense  by  combination,  for  instance,  and  the  conse- 
quent ability  to  supply  to  advantage.  The  repression 
of  over-production  may  likewise  be  mentioned,  as  well 
as  the  power  to  sell  at  prices  sufficiently  remunerative 
to  develop  industries,  and  thus  to  afford  increased 
employment. 

In  England,  many  chemicals  have  been  uniformly 
lower  since  the  establishment  of  the  United  Alkali 
Company  Limited,  which  was  the  outcome  of  a  com- 
bination of  chemical  manufacturers.  In  America  the 
Standard  Oil  Trust  Company  reduced  the  price  of 
petroleum  to  the  consumer,  though  some  of  the  prices 
of  other  syndicated  commodities  have  been  raised 
materially. 

*  Trusts,  Pools,  and  Comers,  by  J.  Stephen  Jeans,  ch.  i.,  p.  9. 


CHAPTER  VI 

PRINCIPAL  AND   AGENT 

An  owner  or  a  purchaser  of  property  may  invest 
another  man  with  the  authority  to  sell  or  to  buy  on  his 
behalf,  and  commercial  transactions  cannot  be  regularly 
effected  without  some  dealing  with  such  men,  who  are 
said  to  act  as  agents  for  their  principals.  The  former 
are  invested  on  behalf  of  the  latter  with  certain  powers 
to  bring  the  employer  in  each  case  into  legal  relations 
with  a  third  party.  A  vine-grower  in  France,  for 
instance,  may  employ  an  agent  in  England  to  sell  his 
vintage  for  him.  The  buyers  make  contracts  of 
purchase  with  the  owner's  agent,  and  the  said  con- 
tracts are,  if  regularly  executed,  legally  binding  on  the 
vine-grower  himself  The  law  recognises  no  difference 
between  a  sale  regularly  executed  by  an  agent  on  behalf 
of  his  employer,  and  a  sale  personally  effected  by  the 
owner  on  his  own  behalf 

It  is  obvious  that  doubts  may  arise  as  to  the 
extent  of  the  agent's  powers.  This  indeed  has  been 
a  fruitful  cause  of  dispute  between  parties  whose 
interests  have  been  affected  by  the  action  of  agents. 
Legal  authorities  have  accordingly  been  at  pains  to 
determine  what  constitutes  agency,  and  how  far  and 
in  what  circumstances  a  contract  made  by  an  agent 
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is   binding   on   the   principal   on   whose  behalf  it   was 
concluded. 

Naturally  the  first  consideration  for  a  principal  is  to 
select  a  trustworthy  agent,  and  next,  to  invest  him  with 
as  much  authority  as  will,  to  the  best  of  his  belief, 
assist  the  agent  to  act  for  the  owner  to  the  best  advan- 
tage. These  are  maxims  of  common  sense  which  are 
w^ell  understood  by  those  versed  in  commercial  trans- 
actions. Thus,  when  a  case  comes  to  be  disputed,  and 
the  principal  repudiates  a  contract  made  by  his  agent, 
on  the  ground  that  the  latter  exceeded  his  authorisation, 
the  persons  to  whom  the  matter  is  referred  have  to  con- 
sider the  following  points  : — 

(i)  Was  the  authority  given  by  the  principal  to  the 
agent  sufficiently  general  to  justify  the  latter  in  making 
such  a  contract  without  getting  the  confirmation  of  his 
principal  ? 

(2)  Were  the  terms  of  the  contract  on  a  rational 
commercial  basis  ? 

It  frequently  happens  in  practice  that  a  buyer  offers 
an  agent  something  under  the  price  which  the  latter  had 
quoted  to  him.  When  markets  are  fairly  steady,  the 
agent  will  perhaps  reply,  "  Well,  my  principal's  price  is 
so-and-so,  but  I  will  submit  your  offer  to  him,  and  ask 
him  to  let  you  have  his  decision  by  return  of  post."  Or 
the  agent,  if  given  a  fairly  "  free  hand  "  by  his  principal, 
to  use  a  commercial  expression,  may  take  the  decision 
upon  himself.  If  he  is  well  acquainted  with  the  average 
price  of  the  article,  and  anticipates  that  it  will  shortly 
fall,  he  may  make  some  small  concession  which  he 
considers  to  be  in  his  employer's  interests. 

Next,  with  reference  to  the  question  of  the  contract 
being  considered  "rational,"  each  case  would  probably 
be  judged  on  its  own  merits.  If  an  agent  having 
received   instructions  from   his   principal   to   sell  some 
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commodity  at,  say,  5s.  a  pound — taking  that  as  the 
normal  market  price — were  then  to  dispose  of  the  goods 
at  4s,  I  id.  per  pound,  the  probability  is,  that  the 
principal  would  have  to  abide  by  the  contract  of  sale. 
If  he  disputed  his  agent's  right  to  make  such  a  conces- 
sion, and  if  the  matter  were  brought  into  court  to  be 
decided — as  frequently  occurs — it  is  likely  that  the 
decision  would  go  against  the  employer.  It  would  be 
•^  held  that  the  agent  had  not  unreasonably  overstepped 
the  limits  of  his  authority  in  making  a  small,  though 
not  a  definitely  sanctioned  concession,  and  that  the 
principal  must  in  consequence  abide  by  the  terms  of 
the  sale.  The  contract  would  in  all  likelihood  be 
declared  void,  however,  if  in  the  same  circumstances 
the  agent  had  disposed  of  the  goods  at  is.  a  pound. 
There  would  then  be  no  evidence  that  he  had  acted 
within  his  authority,  or  that  he  had  exceeded  his 
instructions  with  a  rational  view  to  his  principal's 
benefit. 

An  agent  is  commonly  paid  by  commission  on  sales. 
The  amount  of  such  commission  varies  according  to 
the  arrangement  between  his  principal  and  himself 
But  a  scale  of  remuneration,  based  on  the  nature  of  the 
service,  is  customarily  recognised,  and  governs  the 
relations  of  principal  and  agent.  Thus,  for  instance, 
the  agent  who  buys  stocks  and  shares — a  stock-broker, 
that  is  to  say — works  ordinarily  for  a  smaller  percent- 
age of  commission  than  the  produce  broker,  who  buys 
and  sells  goods.  This  is  not  unnatural,  as  there  are 
more  buyers  of  stocks  and  shares  than  of  goods  on 
market. 

Finally,  we  may  advert  to  two  little  points  of 
obvious  commercial  morality.  When  a  man  sets  up  as 
a  stock  or  produce  broker,  his  action  is  taken  as 
evidence  that  he   is   prepared  to  transact   business  at 
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the  customary  rates,  and  those  who  entrust  him  with 
the  office  of  buying  or  selling  can  be  confident  of 
legal  protection,  should  any  excess  of  the  customary 
charges  be  imposed ;  he  could  not  maintain  that  he  had 
a  right  to  charge  what  he  thought  proper  in  the  absence 
of  a  special  contract,  to  cover  each  individual  trans- 
action. Secondly,  it  is  clear  that  an  agent  who  is  paid 
a  commission  by  a  principal,  for  the  sale  of  his  goods, 
must  not  make  a  further  profit  out  of  the  transaction. 
If,  for  instance,  he  has  articles  to  sell  at  is.  a  pound 
for  his  employer,  and  should  happen  to  meet  with 
some  one  ready  for  some  special  reason  to  give  is.  id. 
a  pound,  he  would  not  be  justified  in  closing  with  the 
higher  offer,  in  order  to  keep  for  himself  the  extra  id. 
per  pound. 


CHAPTER  VII 

CONTRACTS  OF   SALE 

When  one  party  makes  an  offer  of  goods  to  another 
and  it  is  accepted,  it  is  necessary  that  there  be  no 
misunderstanding  nor  evasion  of  the  agreement  on 
either  side.  With  a  view  to  ensuring  these  provisions, 
forms  of  contract  are  made  use  of 

A  contract  is  an  agreement  arising  out  of  offer  and 
acceptance.  It  need  not  always  be  in  writing.  There 
are  certain  forms  which  must  be  in  writing",*  but  others 
may  be  entered  into  verbally ;  and  contracts  may  also 
be  effected  by  conduct.  As  an  example  of  the  last, 
a  buyer  of  goods  is  desirous  of  meeting  with  something 
which  for  special  reasons  may  be  exceptionally  difficult 
to  meet  with  at  the  moment.  The  party  to  whom  he 
applies  may  not  have  the  precise  thing  wanted,  but 
something  very  nearly  akin  to  it,  and  may  send  it 
to  him  with  a  message  that  it  has  been  sent  as  the  best 
available  substitute  for  the  unattainable  article  which 
he  so  urgently  requires,  and  a  message  will  be  added 
to  the  effect  that  the  sender  will  conclude  that  the 
receiver  will  keep  it  unless  it  be  returned  at  his 
reasonable  convenience.  Under  ordinary  circumstances, 
if  the  party,  after  having  received  this  intimation,  retains 

*  See  Anson's  Principles  of  the  English  Law  of  Contract^  ch. 
ii.,  sec.  3. 
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the  substitute  he  is  liable  to  pay  for  it,  because  his 
conduct  has  implied  that  he  contracted  to  do  so.  He 
would  have  entered  into  a  tacit  contract. 

But  merchants  and  traders  are  generally  in  favour 
of  written  contracts,  as  they  consider  thereby  that  there 
is  the  least  possibility  of  misunderstandings  or  of 
deviation  from  terms  agreed  upon.  They  naturally 
want  to  have  the  readiest  evidence  at  hand,  and  they 
consider  that  the  written  agreement  affords  it.  So 
various  written  forms  are  customarily  adopted.  The 
broker  who  buys  and  sells  on  commission  puts  the 
terms  into  writing  and  sends  a  "bought  note"  to  the 
buyer  and  a  "sold  note"  to  the  seller.  A  merchant, 
when  he  receives  an  order  for  present  delivery,  does 
not  of  necessity  acknowledge  its  receipt,  as  the  fact 
that  he  holds  himself  ready  to  despatch  promptly  all 
orders  of  the  kind  implies  that  he  contracts  to  execute 
it,  and  the  sender,  knowing  that  he  is  likely  to  receive 
shortly  the  goods  ordered  and  the  invoice  giving 
particulars  of  them,  does  not  stipulate  for  anything 
more  in  the  form  of  a  contract.  But  should  an  order 
be  sent  for  "  forward  delivery "  (that  is,  for  execution 
at  some  future  date),  it  is  then  customary  for  the  party 
receiving  the  same  to  send  an  acknowledgment  at  once, , 
with  specifications  of  the  terms  on  which  it  will  be 
executed,  and  this  forms  a  contract  which  has  to  be 
adhered  to. 

For  example,  a  merchant  may  have  apprised  his 
customers  that  in  a  few  weeks'  time  he  will  be  receiving 
a  consignment  of  the  ne,w  crop  of  some  commodity,  and 
that  he  is  prepared  to  book  orders  for  the  same,  at 
certain  definite  prices,  with  a  stipulation  as  to  delivery 
within  a  certain  date.  Some  of  his  customers,  consider- 
ing the  offers  favourable,  send  orders  to  him  for 
execution  in  accordance  with  the  terms  specified.     He 
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acknowledges  their  receipt,  and  encloses  a  form  of 
contract  indicative  of  the  terms  of  sale.  If,  between 
the  time  of  booking  these  orders  and  of  their  execution, 
the  market  price  of  the  goods  "sold  forward"  should 
rise  or  fall  (as  not  infrequently  happens),  the  fixed 
price  specified  on  the  contract  of  sale  still  holds  good. 
The  buyers  can  claim  no  reduction  in  case  of  a  fall  in 
value,  and  the  seller  is  bound  to  execute  the  orders  at 
the  contract  price  even  were  the  goods  to  rise  enor- 
mously in  value.  A  definite  price  has  been  contracted 
for,  and  has  to  be  abided  by,  unless  the  parties  concerned 
choose  to  agree  to  some  alteration.  Should  the  seller, 
however,  fail  to  deliver  the  goods  within  the  time 
specified  in  the  contract,  the  buyer,  if  it  suit  him,  can 
claim  release  from  the  agreement ;  or,  if  he  can  prove 
loss  of  sale  through  the  non-delivery,  he  has  a  claim  on 
the  seller  for  compensation. 

It  is  therefore  of  extreme  importance  at  all  times 
that  the  terms  of  a  contract  be  not  ambiguous ;  and 
perhaps  more  especially  so  when  a  contract  is  made 
with  a  foreign  firm  through  an  agent  in  England. 
Many  of  these  agents  are  paid  by  a  commission  of  so 
much  per  cent,  on  their  sales,  and  they  are  sometimes 
.  not  sufficiently  careful  about  communicating  with  their 
principals  when  the  market  value  of  the  goods  offered 
by  them  is  rising.  This  leads  to  their  entering  into 
contracts  which  the  principals  make  a  difficulty  about 
fulfilling.  Then  the  tendency  on  the  part  of  unscrupu- 
lous agents  is  to  have  recourse  to  every  possible  loop- 
hole to  evade  the  letter  of  the  contract  and  to  put,  if 
possible,  a  different  construction  on  the  specification 
of  the  terms  of  delivery  than  that  which  they  were 
originally  meant  to  convey.  For  instance,  an  epidemic 
may,  and  frequently  does,  cause  a  special  demand  result- 
ing in  the  high  price  and  temporary  scarcity  of  some 
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article  considered    specially  efficacious  for  use  in  sup- 
pressing   it.      Supplies    are    eagerly    sought   for,   and 
merchants  are  ready  to  buy  and  to  give  high  prices 
if  they  can  get  immediate  deliveries.     But  they  know 
that  such  an  epidemic  is  not  likely  to  last  long  and 
consequently  are  only  prepared  to  contract  to  buy  if 
they  can  get  the  goods  at   once.     Then  cases  of  the 
kind  alluded  to  occur.     Unscrupulous  agents  represent 
that   their   principals   have   supplies ;    and    get    orders 
accordingly,  but  although  giving  the  buyers  to  under- 
stand that  this  is  the  case,  they  word  their  contracts 
of  sale  in  such  a  way  that  will  not,  according  to  their 
belief,  tie  their  principals  to  time.     Without  considera- 
tion of  the  interests  of  the   buyers,  they  seek   to   get 
their   commissions   by   inducing   them    to    think    that 
they   can   be   supplied    promptly   and   so   give   orders, 
and   then,  when  called  to   account  for  the  delay,  they 
endeavour  to  maintain  that  the  terms  of  the  contracts 
implied  no  definite  time  for  delivery,  but  merely  that 
it  should  be  "as  soon  as  possible." 

Cases  of  the  kind  were  contested  in  1892,  when  the 
epidemic  of  influenza  sent  up  the  price  of  eucalyptus 
oil  to  several  times  its  former  value,  and  more  than 
one  buyer  had  to  suffer  through  misrepresentations  . 
of  the  agents  of  foreign  exporters,  who  really  had 
none  of  the  article  to  sell  at  the  moment,  although 
confident  of  securing  supplies  as  soon  as  the  demand 
should  lessen.  A  buyer,  therefore,  should  carefully 
examine  the  form  of  contract  submitted  to  him,  and 
note  that  the  terms  on  which  he  contracted  to 
purchase  are  clearly  specified. 

Amongst  those  points  which  specially  need  verifica- 
tion are : — 

I.   The  correct  specification  of  the  quality  and  descrip- 
tion of  the  goods  purchased. 
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When  a  buyer  stipulates  that  an  article  shall  be 
guaranteed  to  be  genuine,  or  free  from  some  special 
form  of  impurity,  it  is  not  satisfactory  if  the  seller 
merely  states  on  the  contract  that  he  has  sold  him 
the  "best"  so-and-so,  for  then  a  question  may  arise 
as  to  whether  an  article  which  is  ordinarily  put  on  the 
market  is  or  is  not  recognised  as  best.  It  may  be 
termed  "best  commercial"  and  yet  not  be  genuine 
according  to  the  buyer's  standard,  nor  absolutely  free 
from  gome  trace  of  a  particular  impurity  to  which  the 
buyer  has  a  strong  objection,  but  which  is  not  ordinarily 
looked  upon  as  calculated  to  depreciate  its  value.  In 
such  a  case  the  buyer  should  insist  that  the  words 
"guaranteed  genuine,"  or  "guaranteed  free  from  such- 
and-such  an  impurity,"  shall  be  inserted  in  the  contract. 

2.  The  correct  particulars  of  the  quantity  ordered. 

It  behoves  traders  to  have  a  proper  acquaintance 
with  weights  and  measures  pertaining  to  their  pur- 
chases. This  they  generally  have.  But  sometimes  it 
is  customary  to  export  in  smaller  packages  from  one 
district  than  from  another,  and  such  specifications  as 
"  so  many  cases  "  may  lead  to  misunderstandings  should 
there  be  no  additional  mention  of  the  average  contents 
of  the  cases. 

3.  Precise  mention  of  the  time  of  delivery  covenanted 
for. 

When  nothing  is  said  about  time  the  common  inter- 
pretation is  that  the  seller  has  to  deliver  forthwith. 
But  sometimes  such  words  are  inserted  as  "by  first 
available  vessel,"  which  expression  is  rather  in  favour 
of  the  seller,  as,  should  he  not  ship  by  the  first  vessel 
leaving  his  port,  dispute  may  arise  as  to  whether  that 
vessel  was  or  was  not  available,  and  the  buyer,  not 
being  at  the  place  of  shipment,  may  find  it  difficult  to 
prove  culpability  on  the  part  of  the  exporting  seller. 
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4.  Ftdl  particulars  as  to  the  price  and  terms  for  the 
goods  pui'chased. 

Any  discrepancy  should  be  seen  to  at  once,  as  if 
not  promptly  indicated  the  chances  are  that  it  may 
stand  to  the  detriment  of  the  interests  of  the  buyer. 
Written  acknowledgments  of  receipt  of  forms  of 
contracts  are  not  always  demanded,  but  they  are 
expedient.  Some  firms  supply  their  own  forms  of 
acknowledgment  to  be  signed,  dated,  and  returned  to 
them  by  those  to  whom   they  contract  to  sell. 
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CHAPTER  VIII 

COUNTING-HOUSE  BOOKS 

COUNTING-HOUSE  Books  may  be  classified  under  three 
heads : — 

1.  Those  which  are  practically  necessary  in  all 
businesses. 

2.  Those  which  enable  a  trader  to  test  the  daily 
position  and  progress  of  his  business,  and  which  are 
almost  indispensable. 

3.  Those  which,  though  not  universally  adopted, 
tend  so  much  to  economise  and  assist  labour  that 
they  are  in  general  use. 

Any  attempt  definitely  to  enumerate  those  books 
which  should  appear  under  the  second  and  third 
headings  must  necessarily  be  imperfect,  as  different 
rules  obtain  in  different  trades.  But  with  respect  to 
those  of  the  first  denomination  there  need  be  no 
hesitation  in  stating  that  all  traders  require  to  keep 
at  least  one  of  each  of  the  following  kinds  of  books : — 

I.  Day  Book.     2.  Debtors*  {i.e.  customers')  Ledger. 

3.  Cash  Book.  4.  Bought  Book  {i.e.  of  purchases). 

All  the  other  books  are  in  reality  sub-divisions  of 
the  above,  and  according  to  the  requirements  of  each 
individual  trader,  such  divisions  are  adopted. 

Those  who  are  unacquainted  with  the  rules  of 
book  -  keeping  can  nevertheless  readily  comprehend 
that  a  trader  must  keep  an  account  of  all  that  people 
owe  to  him,  and  that  this  must  be  effected  by  entry 
somewhere.     Parties  who  order  goods  expect  to  receive 
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promptly  written  particulars  of  their  despatch,  quantity, 
and  value,  so  that  they  may  make  sure  that  the  goods 
in  question  will  be  forthcoming  and  charged  correctly. 
Such  a  written  account  is  universally  known  as  an 
invoice,  and  its  construction  does  not  call  for  further 
explanation  here.  It  must  be  compiled,  however, 
from  the  book  which  the  trader  makes  use  of  for 
entry  of  particulars  of  orders  despatched,  and  that  is 
commonly  called  the  Day  Book.* 

When  this  is  the  case,  entries  are  made  therein 
daily  of  the  details  of  those  orders  which  have  been 
executed.  Also  the  names  and  addresses  of  their 
senders,  the  date  and  usually  the  mode  of  conveyance. 
The  price  is  affixed  to  each  item  of  goods,  and  the 
values  are  carried  out  in  the  corresponding  pounds, 
shillings,  and  pence  columns,  and  an  entry  is  made  of 
the  total  value  of  each  customer's  order. 

For  greater  convenience  it  is  usual  to  use  more 
than  one  Day  Book  for  the  purpose. 

Firms  doing  business  in  England,  Scotland,  and 
Wales,  for  instance,  sometimes  like  to  be  able  to  note 
day  by  day  whether  orders  in  the  respective  districts 
are  increasing,  keeping  up,  or  declining  in  number  and 
value.  They  are  more  readily  able  to  note  this  by 
means  of  keeping  a  separate  Day  Book  for  entry  of 
orders  from  each  of  the  three  countries.  Further,  it 
is  generally  expedient  that  a  Town  Day  Book  shall 
be  kept.     When  a  tradesman  can  get  supplies  in  com- 

*  Manifold  Invoice  Books  have  of  late  years  been  largely 
adopted  by  retail  establishments,  and  by  some  wholesale  firms 
also.  The  invoices  are  then  made  straight  from  the  orders,  and 
the  process  leaves  a  duplicate  of  each  invoice  in  the  book.  This 
arrangement,  however,  which  has  been  adopted  mainly  with  a 
view  to  saving  time,  does  not  apparently  lend  itself  sufficiently 
to  the  requirements  of  the  majority  of  wholesale  houses  to  come 
into  universal  use. 
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paratively  small  quantities  without  incurring  cost  of 
carriage,  he  is  likely  to  send  many  more  orders  than 
when  carriage  is  a  consideration.  Consequently,  many 
traders  in  large  towns  receive  more  orders  in  proportion 
there  than  from  elsewhere,  and  so  find  it  expedient  to 
keep  a  special  book  for  their  entry. 

A  new-comer  into  an  office  is  sometimes  puzzled  by 
seeing  Day  Books  marked  as  "  No.  i  "  and  "  No.  2." 
This  is  done  for  the  sake  of  convenience,  so  that  both 
may  be  in  use  in  separate  hands  at  the  same  time. 
One  of  them  is  used  for  entries  of  goods  sent  out  on 
Mondays,  Wednesdays,  and  Fridays,  the  other  for  those 
on  Tuesdays,  Thursdays,  and  Saturdays.  By  this  ar- 
rangement a  clerk  whose  business  it  is  to  post  entries 
from  the  Day  Books  can  do  so  with  little  hindrance  by 
devoting  himself,  alternatively,  to  the  book  which  is  not 
in  use  for  the  day. 

Having  now  books  containing  entries  of  all  that  is 
owing,  it  is  obvious  that  it  is  necessary  to  make  such  an 
arrangement  of  them  as  will  indicate  clearly  the  total 
amount  owing  by  each  customer.  This  is  effected  by 
the  use  of  ledgers  with  numbered  leaves.  The  names 
of  customers  with  their  addresses  have  to  be  entered 
therein  and  properly  indexed.  The  Ledger  is  made  less 
bulky  by  the  use  of  a  separate  Index  Book.  Some, 
however,  advocate  that  the  Index  shall  be  bound  up 
with  the  Ledger.  The  adoption  of  either  arrangement 
is  a  matter  of  convenience. 

Each  page  of  the  Ledger  is  subdivided,  so  that  entries 
"  to  the  debit "  (that  is,  of  all  that  is  owing  by  each  cus- 
tomer) shall  be  made  under  each  customer's  name  on 
the  left  hand  side,  and  those  "  to  the  credit "  (comprising 
all  payments  made  by  the  same  and  all  allowances  due) 
on  the  right  hand  side,  as  appear  in  the  example 
afforded  herewith  : — 
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When  the  amounts  of  the  entries  in  the  Day  Books 
are  copied  into  the  Ledgers,  they  are  said  to  be  posted^ 
and  the  number  of  the  page  to  which  each  amount  is 
so  transferred  is  entered  in  the  Day  Book  at  the  left 
hand  side  of  the  entry  corresponding  there.  Also  (as 
may  be  noted  in  the  example  afforded),  the  Day  Book 
folio  from  which  the  entry  is  taken  is  posted  into  the 
Ledger.  The  signification  "posted  in  error,"  means, 
therefore,  that  there  has  been  a  wrong  transfer.  With 
a  view  to  obviating  the  consequences  of  such  errors,  it 
is  customary  to  have  the  posting  called,  that  is,  one 
person  is  deputed  to  take  the  Day  Book,  and  another 
the  Ledger :  the  former  ordinarily  first  reads  out  from 
the  Day  Book  the  number  of  the  page  in  the  Ledger, 
which  is  marked  (as  has  previously  been  mentioned) 
at  the  left  of  the  entry  in  the  Day  Book,  then  the  name 
of  the  customer  appearing  on  that  entry,  and  further, 
the  amount  of  the  total  value  of  goods  charged  to  him 
there,  and  lastly,  the  number  of  the  Day  Book  folio  on 
which  it  has  been  entered. 

The  party  with  the  Ledger  opens  it  at  the  page 
indicated  at  the  commencement  of  the  calling,  and 
makes  a  return  call.  He  should  repeat  the  name  or 
figures  called  to  him,  and  not  merely  say  "  Yes."  The 
items  should  then  be  re-checked  in  reverse  order.  Such 
a  form  of  check  system  is,  however,  attended  with  some 
drawbacks.  If  conducted  in  an  ofifice  where  other  work 
is  going  on,  it  has  a  tendency  to  distract  attention, 
and  it  also  necessitates  very  close  concentration  on  the 
part  of  both  parties  concerned  on  the  work  in  hand. 
Should  either  do  it  mechanically,  an  error  may  be 
readily  overlooked.  The  return  call,  however,  helps  to 
obviate  this.  As  has  been  indicated,  traders  by  the 
use  of  Day  Books,  in  the  first  place,  and  Ledgers  in  the 
second,  secure  a  record  of  their  customers'  debts.     Their 
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next  interest  is  to  keep  an  accurate  account  of  the 
discharge  of  the  same,  and  this  purpose  is  served  by 
the  use  of  a  Cash  Book.  Payments  received  are 
entered  in  it  on  each  left  hand  page,  and  therefrom 
are  posted  into  the  Ledger,  to  the  credit  of  those 
customers  who  have  made  them,  and  had  receipts  for 
the  same ;  while,  on  the  opposite  page,  entry  is  made 
of  all  cash  payments  out,  including  payments  to  the 
firm's  banking  account.  A  customary  sub-division  of  the 
Cash  Book  results  in  the  adoption  of  books  as  follows : — 
(i)  Bank  Cash  Book. 

(2)  Travellers'  Cash  Book. 

(3)  Cash  Sales  Book. 

(4)  Petty  Cash  Book. 

The  use  of  a  Bmik  Cash  Book^  in  which  the  entries 
are  exclusively  confined  to  all  payments  made  to  the 
credit  of  the  firm's  banking  account,  and  to  all  draw- 
ings on  it  in  various  forms  (cheques,  drafts,  etc.) 
enables  the  owner  to  check  with  facility  the  entries 
made  by  the  bank  in  his  Bank  Pass  Book. 

When  business  is  extensive,  it  is  sometimes  thought 
advantageous  to  work  with  a  Cash  Book  and  a  Bank 
Ledger,  and  not  to  include  in  the  former  any  payments 
made  to  the  firm  through  a  bank,  either  by  their 
travellers  or  customers,  but  to  enter  them  straight  into 
the  Bank  Ledger.  This  arrangement  precludes  the 
immediate  entering  of  all  receipts  in  one  book,  and 
does  not  suit  the  convenience  of  those  who  prefer  that 
system. 

The  Travellers'  Cash  Book  is  important  as  being 
requisite  to  indicate  what  moneys  pass  through  the 
hands  of  travellers  for  the  firm.  It  is  necessary  to  be 
able  to  watch  the  work  of  a  traveller,  so  as  to  form  a 
proper  estimate  of  it,  and  such  an  estimate  must  be 
incomplete  without  a  book  of  the  kind. 

E 
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The  Cash  Sales  Book  and  Petty  Cash,  Book  are 
sometimes  included  together.  In  most  businesses  there 
is  a  certain  amount  of  sales  made  on  the  premises  to 
parties  to  whom  credit  is  not  given  ;  and  there  must  of 
necessity  be  some  small  out-payments  which  can  be 
checked  with  greater  convenience  if  entered  in  such 
a  book  than  if  included  in  the  General  Cash  Book. 

We  now  have  to  refer  to  the  Bought  Book. 

Some  record  must  be  made  of  the  receipt  in  proper 
condition  of  all  goods  which  have  been  ordered.  Other- 
wise a  trader  may  pay  for  that  which  he  has  in  reality 
never  received,  being  misled  by  the  fact  that  he  received 
the  invoice  for  the  same.  Or  he  may  pay  as  a  whole 
for  that  which  he  has  only  received  in  part,  owing  to 
some  oversight  of  the  senders  or  some  loss  in  transit. 
Or  goods  may  arrive  in  a  damaged  condition  through 
negligence  of  proper  packing  precautions,  or  through 
undue  contact  with  something  capable  of  causing 
damage,  for  which  compensation  ought  to  be  obtained. 
Moreover,  a  trader  must  of  necessity  keep  an  account  of 
his  own  liabilities,  as  well  as  of  those  of  his  customers 
towards  him.  If  he  does  not  keep  this  he  may  involve 
himself  by  purchasing  beyond  his  means,  or  he  may 
trade  at  a  loss  for  some  time  without  discovering  it. 

A  book  of  purchases  (to  which  different  names  are 
given,  such  as  Bought  Book,  or  Purchases  Day  Book), 
is  therefore  a  necessity ;  and  the  following  extensions 
are  usually  expedient : — 

(i)  A  Goods  Receiving  Book. 

(2)  An  Invoice  Book. 

(3)  A  Creditors'  or  Bought  Ledger. 

In  the  Goods  Receiving  Book  entries  are  usually 
made  of  the  numbers  and  weights  and  particulars  of 
the  kind  and  quality  of  all  goods  purchased  ;  also  of 
the  senders'  names  and   dates   of  receipt.     These  are 
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compared  with  the  orders  given  for  the  goods,  and  with 
the  particulars  on  their  invoices,  and  serve  as  a  check 
whereby  any  mistakes  may  be  detected  in  the  latter. 
Those  who  order  goods  should  always  insist  that 
invoices  be  promptly  sent.  As  an  extra  facility  towards 
checking,  many  firms  demand  that,  when  they  send 
an  order,  its  number  shall  appear  on  the  invoice,  so 
that  they  may  readily  refer  to  its  duplicate  preserved 
by  them.* 

The  Invoice  Book  contains  such  particulars  of  goods 
received  as  shall  serve  as  a  basis  for  Ledger  entries,  and 
these  are  posted  into  the  Bought  Ledger.  Entries  are 
made  of  the  names  of  the  creditors  in  the  same  way  as 
are  those  of  the  customers  of  the  firm  in  the  ordinary 
Ledgers  already  described.  But  in  the  Bought  Ledger, 
the  total  of  each  invoice  received  from  the  seller  is 
posted  to  that  seller's  credit  on  the  right  hand  side  of 
the  folio,  and  all  payments  made  to  him  appear  to  his 
debit  on  the  left  hand  side,  as  is  shown  by  the  examples 
afforded  on  the  annexed  facsimile. 

*  Order  books  are  differently  constructed,  but  a  counterfoil  in 
some  form  or  other  is  indispensable. 


[Bought  Ledger  Entry  without  Discount 
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When  executing  orders  it  is  necessary  to  preserve 
proof  of  their  despatch.  Consequently,  use  is  made  of 
Delivery  Books.  In  one  of  these  are  entered  the 
customer's  name  and  address,  the  date  of  despatch, 
and  some  description  of  the  packages  sent  out  (one 
crate,  one  box,  one  hamper,  as  the  case  may  be). 
Whoever  receives  the  goods  on  a  customer's  behalf  has 
to  sign  the  Delivery  Book  at  the  end  of  the  line  of 
entry.  By  reference  to  this  book  steps  can  speedily 
be  taken  to  prove  despatch  of  goods  and  to  trace 
delivery  or  loss  in  transit. 

For  instance,  a  communication  to  the  following  effect 
is  often  received  by  a  firm  with  reference  to  some 
consignment  of  goods  despatched  by  them,  but  not 
yet  received  by  the  customer : — 

(Date). 

Gentlemen, — Have  you  executed  my  order  sent  to  you  last 
week  {tke  day  of  despatch  and  the  order  number.,  if  any.,  are 
probably  mentioned)'^.     I  have  not  yet  received  the  goods. 

Yours  truly, 

{SigwiX'urz). 

The  firm  then,  after  reference  to  the  Delivery  Book, 
can  make  reply,  according  to  circumstances  : — 

(Da<e). 

Dear  Sir,— We  are  in  receipt  of  your  letter  of  {date  herewith 
specified).,  and  beg  to  inform  you  that  your  goods  were- despatched 
on  [Thursday.,  2nd  inst.,  at  2  P.M.],  per  [Carter^  Paterson.,  ^  Co.], 
and  were  signed  for  by  [X.  V.].  Yours  truly, 

(Signature). 

It  is  then  easy  for  both  customer  and  senders  to 
make  further  inquiries  of  the  forwarding  agents,  steam- 
ship or  railway  companies  or  private  carriers,  as  the 
case  may  be.  The  signature  in  the  Delivery  Book 
is  something  to  take  proceedings  upon.  If  it  be  that 
of  the  servant  of  any  goods  carriers,  he  can  be  called 
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upon  to  give  particulars  of  time  and  place,  with  respect 
to  his  disposition  of  the  goods  in  question,  and  thence 
they  can  be  traced  step  by  step.  It  sometimes  happens 
that  goods  have  been  received  into  a  house  of  business 
by  some  one  who  is  not,  as  a  rule,  delegated  to  the  duty 
of  receiving  them,  and  that  in  consequence  they  have 
been  thought  not  to  have  come  to  hand.  Those  who 
are  set  to  trace  them  prove  the  delivery  by  the  signa- 
ture of  the  party  who  has  signed  for  their  receipt.  The 
deliverer  of  the  goods  by  producing  such  a  signature 
clears  himself  and  gives  a  clue  to  the  further  tracing 
of  them. 

It  is  with  a  view  to  saving  time  that  many  firms 
do  not  now  (as  was  formerly  the  prevalent  custom) 
have  the  orders  which  are  sent  by  customers  direct, 
and  also  those  received  through  their  travellers,  copied 
into  an  Order  Book.  They  employ  Order  Sheets  instead, 
and  by  this  means  put  the  work  more  rapidly  into 
hand.  As  soon  as  a  sheet  is  compiled  from  the  orders 
received,  it  is  taken  off  the  sheet  block  and  passed  on 
to  the  clerk  who  has  to  see  to  the  sending  out  of  the 
goods,  and  while  he  is  dealing  with  it  a  second  sheet 
is  being  compiled,  and  so  on.  It  is  obvious  that  the 
sending-out  clerk  would  not  get  any  orders  to  go  on 
with  nearly  so  quickly  if  he  had  to  wait  till  they  were 
all  entered  into  a  book.  The  sheets  are  numbered  as 
a  precautionary  measure  lest  any  one  of  them  should 
be  overlooked.  After  they  have  been  used  and  the 
orders  thereon  apportioned  to  the  various  departments, 
they  are  fastened  together  again  in  proper  order  and 
can  be  checked  with  the  original  orders  so  as  to  guard 
against  mistakes  or  omissions. 

It  is  always  considered  a  matter  of  the  gravest 
importance  by  respectable  mercantile  firm^  that  every 
engagement    to    pay    shall    infallibly    be    discharged 
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punctually  to  time.  It  is  also  imperative  to  keep  a 
watchful  eye  on  the  liabilities  of  others  to  them.  Both 
operations  are  facilitated  by  the  use  of  Bill  Books  for 
entry  of  all  bills  payable  and  receivable  by  the  firm. 

The  first  thing  to  be  done  is  to  enter  the  name 
and  address  of  the  drawer  of  the  bill,  then  the  date 
of  drawing  and  the  length  of  time  for  which  it  is 
drawn  and  the  value  and  the  date  when  it  becomes 
due.  Nor  must  it  be  omitted  to  specify  where  and 
to  whom  it  has  been  made  payable,  for  sometimes  the 
drawers  require  a  bill  to  be  paid,  not  to  themselves, 
but  to  their  agents.  Owing  to  closer  competition  and 
the  consequent  natural  desire  to  avail  themselves  of 
every  advantage  offered  for  prompt  payment,  many 
firms  never  accept  a  bill  for  such  purchases  as  they 
may  effect  within  the  United  Kingdom.  But  they 
often  find  it  necessary  for  convenience  to  pay  for 
goods  imported  by  them  by  means  of  bills.*  The 
exporters  send  these  drawn  for  the  periods  agreed 
upon  at  time  of  purchase,  and  the  buyers  have  to  sign 
acceptance  of  the  same,  specifying  where  they  guarantee 
to  pay  them.  If  they  carry  on  business  in  London 
they  usually  make  bills  payable  on  presentation  at 
their  bankers  when  falling  due ;  if  in  the  provinces,  at 
the  London  banking  establishment  which  acts  as  agents 
for  their  bankers.  Then  as  a  precautionary  measure 
so  as  not  to  neglect  to  make  proper  provision  for  the 
payment  of  each  bill  when  it  shall  become  due  they 
customarily  make  entry  in  their  Bill  Book  in  the 
manner  indicated. 

Then,  too,  if  firms  accept  bills  from  their  customers 
they  find  it  expedient  to  enter  them  in  a  Bill  Book. 
There  are  many  reasons  for  this.     When  a  customer 

.  *  See;;p.  86. 
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has  given  a  bill  to  settle  his  account  his  responsibility 
is  not  ended.  He  has  only  given  a  written  promise  to 
pay  it  in  the  form  of  a  bill  of  exchange,  but  no  money 
will  pass  from  him  for  the  settlement  until  that  bill  shall 
become  due.  Therefore,  should  he  have  given  a  bill  for 
£\QO  due  in  three  months'  time,  and  in  the  interval 
order  more  goods  to  the  value  of  ;^ioo  from  the  same 
firm,  he  will  have  incurred  a  liability  with  the  sellers 
to  the  extent  of  ;^200. 

Commercial  firms  have  continually  to  consider 
whether  and  to  what  extent  it  is  advisable  to  give 
further  credit  to  customers  who  do  not  pay  promptly 
when  the  term  of  credit  in  accordance  with  which  the 
goods  have  been  supplied  has  expired,  but  give  bills 
instead.  There  is  often  good  reason  for  apprehension, 
as  the  chances  are  that  a  man  who  does  not  buy  to  the 
same  advantage  as  a  rival  competitor  cannot  sell  as 
favourably  as  the  other  can,  and  is  less  likely  to  trade 
successfully ;  and,  generally  speaking,  the  advantage  of 
getting  a  discount  has  to  be  sacrificed  for  the  accommo- 
dation of  extended  credit  when  bills  are  accepted. 

As  has  been  stated,  the  expediency  of  keeping 
certain  books  depends  entirely  upon  the  class  of  trade. 

For  instance,  some  businesses  necessitate  the  use  of  a 
number  of  packages,  hampers,  bottles,  tins,  etc.,  which 
the  senders  cannot  afford  to  send  without  charging,  and 
which  the  receivers  of  their  contents  have  no  desire  to 
keep  and  pay  for.  The  latter  consequently  habitually 
return  them  and  look  for  an  acknowledgment  of  their 
having  been  received  back  in  proper  condition,  so  that 
they  may  count  on  being  allowed  the  same  amount  for 
them  as  that  with  which  they  have  been  charged. 

In  such  cases  it  is  usual  to  have  an  Empty  or 
Return  Book,  containing  counterfoils.  Particulars  of 
the    packages    customarily   sent    out   by   the   firrn   arQ 
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printed  in  sets,  so  many  to  the  page.  This  saves  time, 
as  the  clerk  in  charge  of  the  book  has  then  much  less  to 
fill  in,  and  duplicate  on  the  counterfoil.  He  has  simply 
to  add  figures  to  the  tin,  hamper,  or  bottle  line,  as  the 
case  may  be,  to  show  the  number  received,  extend  the 
value  of  the  same  in  the  apportioned  columns,  fill  in  the 
date  and  the  customer's  name  and  address  and  send  him 
the  counterfoil  bearing  a  facsimile  of  the  entry. 

But  some  firms  customarily  send  out  their  goods  in 
free  packages  (soap-boxes  and  sugar-cases,  for  instance, 
are  rarely  charged).  The  value  of  these  has  been 
included  in  the  price  of  the  contents,  which  are  charged 
at  prices  calculated  so  as  to  enable  the  sellers  to  include 
the  packages  free.  These  firms  generally  notify  that 
no  allowance  will  be  made  for  uncharged  packages  if 
returned  to  them.  When  this  is  the  case  the  result  is 
that  it  is  only  in  exceptional  cases  that  customers  have 
to  be  given  credit  for  returns,  so  such  firms  do  not 
ordinarily  make  use  of  a  book  kept  exclusively  for 
that  purpose,  but  include  them  in  some  other  book, 
such  as  the  Discount  and  Alloivance  Book. 

It  is  requisite  for  the  purpose  of  annual  balancing 
that  where  discounts  are  given  they  be  added  up  and 
deducted,  together  with  any  other  allowances,  from  the 
gross  total  of  the  amounts  credited  to  customers,  so  as  to 
arrive  at  the  correct  net  total  of  payments  received 
during  a  year's  trading. 

In  some  cases  this  is  not  done,  but  an  average 
discount  is  allowed  for,  which  is  near  to  the  exact 
amount. 

The  appended  list  comprises,  in  addition  to  those 
books  which  are  found  absolutely  necessary  for  keeping 
record  of  commercial  transactions,  a  number  which  many 
firms  find  expedient.  In  addition  to  the  books  specified 
therein  there  are  the  Letter  Books^  in  which  are  impressed 
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copies  of  the  correspondence  and  of  further  details 
connected  with  the  work  of  the  office  which  do  net 
naturally  appear  in  the  other  counting-house  books  and 
of  which  it  is  nevertheless  necessary  to  preserve  records. 

Notes  on  Books. 

CASH   transactions. 

These  are  entered  in  the  Cash  Book,  but  as  a  busi- 
ness increases  this  book  is  often  divided  into  some  or 
all  of  the  following  departments  : — 

Bank  Cash  Book. — Dealing  simply  with  payments 
into  bank  and  cheques  drawn  thereon. 

Debtors'  Cash  Book.— Subdivided  into  different 
districts  to  record  receipts  from  customers. 

Travellers'  Cash  Book.— In  which  to  enter  pay- 
ments received  from  travellers,  showing  also  on  what 
accounts  the  amounts  are  received. 

Cash  Sales  Book. — Is  a  record  of  petty  sales  in  the 
warehouse  or  works; 

Rent  Book. — Used  if  the  Company  has  tenements 
inhabited  by  its  employees. 

Petty  Cash  Book. — Recording  all  payments  made 
in  cash,  as  distinct  from  payments  by  cheque. 

GOODS  BOUGHT  AND  SOLD. 

Press  Copy  Order  Book. — Containing  a  record  of 
all  goods  ordered. 

Inwards  Book. — To  record  all  goods  received  on 
the  premises. 

Invoice  Book. — Containing  particulars  of  all  goods 
received  as  basis  for  Ledger  entries. 

Invoice  Guard  Book. — Containing  all  invoices  re- 
ceived. 
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Returns   Book. — Showing   all   goods    returned    to 
Creditors. 

Outwards  Book. — Rough  book  used  in  the  forward- 
ing department  when  goods  leave  the  premises. 

Day   Books. — Containing   particulars   of  all   goods 
sent  to  customers  as  basis  for  Ledger  entries. 

Sales    Returns    Book. — Giving    particulars    of  all 
goods  returned  by  customers. 

Empties   Book. — Where    Returns    Books    are   not 
used  for  this  purpose. 

Consignment    Book.— For    use    when    goods    are 
received  or  sent  out  on  Agency  terms. 

Ledgers. — In  a  small  business  one  Ledger  will  answer 
all  purposes,  but  the  Ledger  is  frequently  divided  into 
departments,  among  which  are  : — 
Debtors'  Ledger. 
Creditors'  Ledger. 
Impersonal  Ledger. 
Travellers'  Ledger. 
Private  Ledger. 
Bad  Debt  Ledger. 

Miscellaneous  Books. 

Journal. 

Bills  Receivable  Book. 

Bills  Payable  Books. 

Stock  Book. 

Balance  Book. 

Wages  and  Salaries  Book. 


CHAPTER  IX 

BANKING 

In  treating  of  the  subject  of  Banking,  the  first  con- 
sideration must  be  that  of  the  ordinary  relation  between 
the  banker  and  his  customer.  The  latter  opens  an 
account  by  paying  money  into  the  bank ;  the  former 
undertakes  to  hold  himself  liable  for  the  payment  of 
a  sum  of  the  same  amount  to  the  customer's  use,  and 
agrees  to  cash  any  orders  for  payment  which  he  may 
receive  from  the  customer,  during  business  hours,  to 
the  extent  of  the  amount  paid  into  the  bank  by  the 
same.  The  money  thus  paid  becomes  the  property 
of  the  banker  to  do  as  he  may  choose  with,  though 
he  is  bound  to  return  an  equivalent  by  the  payment 
of  a  sum  equal  to  the  deposit  when  required.  This 
is  perfectly  in  keeping  with  the  very  ordinary  definition 
of  a  Bank,  namely — an  establishment  for  the  deposit, 
custody,  and  repayment  on  demand  of  sums  of  money  ; 
and  obtaining  its  profits  mainly  from  the  investment 
of  sums  thus  derived  which  are  not  in  immediate 
requirement. 

In  discussing  the  functions  of  modern  banks,  the  first 
consideration  in  a  work  of  this  kind  is  that  of  their 
connection  with  commerce.  At  present  there  are  both 
public  and  private  banks  in  England.  The  public 
banks  have  been  variously  constituted,  some  being  under 
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special  state  control  and  enjoying  particular  privileges. 
The  Bank  of  England,  for  instance,  has  special  rights, 
and  is  subject  to  special  regulations.  There  are  joint- 
stock  banking  companies,  both  of  limited  and  unlimited 
liability  (although  the  former  are  greatly  in  the  majority), 
registered  under  the  Companies  Acts  and  subject  to 
their  regulations.  There  are  private  banks  carried 
on  by  one  or  more  persons  subject  to  the  laws  and 
regulations  which  control  ordinary  trading  companies. 
These  also  exist  in  Ireland.  In  Scotland  there  are 
no  private  banks.  There  are  some  banks  which  have 
been  incorporated  by  Royal  Charter,  that  is,  they  have 
been  granted  by  the  Crown  certain  trading  rights  and 
privileges.  The  first  charter  given  to  the  Bank  of 
England  was  granted  in  1694.  Several  of  the  Colonial 
banks  are  so  incorporated,  as,  for  instance,  the  Banks 
of  Australasia  and  of  British  Columbia. 

There  are  two  specific  branches  of  banking:  (i)  of 
issue ;  (2)  of  deposit. 

Some  financial  writers  have  defined  a  Bank  of  Issue 
as  a  bank  which  sends  out  its  own  promissory  notes 
to  persons,  in  exchange  for  some  valuable  considera- 
tion. Such  notes  are  legal  tender,  and  they  can  be 
circulated  from  hand  to  hand  and  used  as  a  medium 
of  exchange  within  the  limits  or  sphere  of  the  operations 
of  the  bank  thus  issuing  them.  Others,  however,  con- 
sider that  this  definition  is  not  strictly  correct.  Mr 
H.  Dunning  Macleod  expresses  the  following  view 
of  the  matter  in  his  Elements  of  Ban!nng^  chapter 
vi.,  page  153:— 

"It  is  to  be  observed  that  all  banks  whatever  are  Banks  of 
'Issue.'  The  very  meaning  of  the  word  to  'bank' is  to  'issue' 
a  right  of  action  or  credit,  in  exchange  for  money  or  other  debts  ; 
and  when  once  the  banker  has  'issued'  this  right  of  action  to  his 
customer  by  writing  it  down  to  his  credit,  it  makes  not  the  slightest 
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difference  in  his  liability  whether  he  delivers  his  own  promissory 
notes  to  his  customer,  or  whether  he  merely  creates  the  credit  and 
gives  him  the  right  to  transfer  it  to  some  one  else  by  means  of  a 
cheque." 

A  Bank  of  Deposit  receives  money  from  persons 
and  returns  it  at  their  convenience. 

All  banks  of  issue  now  exercise  these  functions,  but 
many  banks  which  receive  deposits  are  restricted  as  to 
the  issue  of  their  own  promissory  notes. 

The  Bank  of  England  issues  promissory  notes 
payable  to  bearer  on  demand,  but  the  only  other 
establishments  in  England  which  have  power  to  do  so 
are  Joint  Stock  Banks,  formed  under  the  Act,  y  George 
IV  (1826),  cap.  46,  which  issue  their  notes  at  a  distance 
from  London  of  not  less  than  sixty-five  miles ;  and 
private  banking  firms  which  were  legally  sending  out 
the  notes  on  6th  May  1844,  and  have  not  ceased  to  do 
so  from  bankruptcy  or  any  other  cause.* 

Every  banker  claiming  the  right  to  issue  notes 
had  to  apply  to  the  Commissioners  of  Stamps  and 
Taxes  (whose  authority  was  subsequently  vested  in 
the  Commissioners  of  Inland  Revenue),  and  having 
satisfied  them  that  his  claim  was  valid,  was  given 
on  payment  of  ^^30  a  license  enabling  him  to  issue  a 
certain  number  of  bank-notes.  The  limit  of  issue  was 
calculated  by  a  method  provided  to  ascertain  the  exist- 
ing average  issue  of  each  banker.  The  Act  which 
enforced  these  and  various  other  regulations  still  in 
existence  is  that  which  is  termed  Sir  Robert  Peel's  Act 
of  1844. 

*  It  was  enacted  in  1844  :  "That  from  and  after  the 
passing  of  this  Act  no  person  other  than  a  banker  who  on  the 
sixth  day  of  May  one  thousand  eight  hundred  and  forty-four  was 
lawfully  issuing  his  own  bank-notes  shall  make  or  issue  bank- 
notes in  any  part  of  the  United  Kingdom."  (7  and  8  Vict.,  cap. 
32,  §  10.) 
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It  was  calculated  to  diminish  the  number  of  notes  in 
circulation,  as  it  was  held  by  many  financial  authorities 
of  that  day  that  former  commercial  crises  had  been  to 
a  large  extent  brought  about  by  their  over  issue.  With 
this  end  in  view,  the  Bank  of  England  was  accorded 
certain  privileges  which  diminished  the  power  of 
other  banks  to  enter  into  competition  with  it.  At 
the  same  time,  however,  it  was  itself  subjected  to  further 
restrictions.  When  the  Bank  of  England,  which  was 
the  first  public  bank  in  the  United  Kingdom,  was 
founded  in  1694,  it  lent  its  capital  to  Government  at 
8  per  cent,  (and  received  besides  a  bonus  of  ;^4,ooo 
for  the  management  of  the  loan).  The  issue  of  notes 
was  limited  to  the  amount  of  capital  lent,  and  for  a 
long  time  was  never  allowed  to  exceed  it,  but  was 
regulated  proportionately  to  such  increase  as  was 
made. 

After  a  time  these  conditions  were  relaxed,  and  the 
directors  were  allowed  to  issue  as  many  notes  as  they 
pleased,  with  the  proviso  that  these  should  always  be 
payable  in  coin  on  demand.  In  1797,  when  the  war 
with  France  was  raging,  the  fear  of  a  French  invasion 
caused  such  a  demand  for  payment  in  gold  and  silver 
that  the  Government  had  to  assist  the  bank  by  prohibit- 
ing it  from  making  any  one  payment  in  cash  of  more 
than  20s.  This  prohibitory  Act,  which  was  intended  as 
a  temporary  expedient,  continued  in  force  for  twenty- 
two  years.  The  scarcity  of  gold  raised  its  value  so 
much  in  excess  of  the  paper  currency  that  commerce 
was  very  much  disturbed,  and  the  Government  appointed 
a  Bullion  Committee  with  a  view  to  finding  a  remedy. 
Their  report  is  too  lengthy  to  detail  here,  but  they 
attributed  the  disorganisation  to  the  excessive  issue  of 
notes,  and  they  recommended  a  nearer  equivalent 
between  the  amount  of  these  and  that  of  the  available 
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cash  and  bullion.      Their  views  were  not  immediately 
adopted,   and    the   bank   went   through   various   crises. 
Cash  payments  were  resumed  in  1821,  but  three  years 
later   great    drains    began   which   resulted   in   a   rapid 
diminution  of  the  bullion,  and  a  great  monetary  crisis 
soon  followed.     In  1827,  the  directors  resolved  to  make 
their  securities  more  equal.      They  proposed  to   keep 
their    cash    and    bullion    equal    to    one-half    of    their 
securities,  and  thus  to  have  a  reserve  equal  to  one-third 
of  their  liabilities.      But   they  were  unable  to  adhere 
to  this,  and   the  result  of  further   disorganisation  led 
to   the   appointment,   in    1840,   of  a  committee  of  the 
House  of  Commons,  which  investigated  the  position  of 
the  bank   and   condemned  the  action  of  the  directors. 
Sir    Robert    Peel,   being   convinced   by   able   financial 
writers  of  the  day  that  it  was  necessary  to  regulate  the 
issue  of  notes,  introduced  his  Bank  Act  for  the  purpose. 
This  Act  ordained  that  the  issue  of  promissory  notes 
by  the  governor  and  company  of  the  bank  should  be 
separated  from  the  general  business  of  the  said  governor 
and  company,  and  that  it  should   be  carried  on   in  a 
separate  department,  called  the   Issue   Department,  of 
the  Bank  of  England.      The  bank  was  empowered  to 
issue  notes  to  the  value  of  £\^fyoo,QQO  upon  securities 
set  aside  specially.     The  chief  of  these  was  the  sum  of 
i^ 1 1,000,000  odd  due  to  the  bank  by  the  Government, 
and  there  was  added  as  much  of  the  gold  coin  and  gold 
and  silver  bullion  as  was  not  required  by  the  Banking 
Department.     The  limit  of  the  amount  of  the  issue  was 
subsequently   further   increased   on    securities,  but   the 
same  principle  is  carried  out  to  this  day  by  the  direc- 
tors, so  that  the  Bank  of  England  notes  are  really  of 
the   same  value  as   gold   and    are   convertible   into  it. 
Such   is   the  confidence   in   the  stability  of  the   Bank 
of    England    that    other   banks    are     in    the   habit   of 
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depositing  their  reserves  with  it,  with  the  full  con- 
fidence that  they  will  be  immediately  forthcoming  if 
suddenly  required. 

Mr  Walter  Bagehot,  in  his  valuable  work,  Lomba7'd 
Street:  A  Description  of  the  Money  Market^  thus 
emphasised  the  control  over  commercial  operations 
possessed  by  the  Bank  of  England  :  — 

"All  our  credit  system  depends  on  the  Bank  of  England  for 
its  security.  On  the  wisdom  of  the  directors  of  that  one  Joint 
Stock  Company,  it  depends  whether  England  shall  be  solvent  or 
insolvent.  This  may  seem  too  strong,  but  it  is  not.  All  banks 
depend  on  the  Bank  of  England,  and  all  merchants  depend  on 
some  banker.  If  a  merchant  have  ;^  10,000  at  his  banker's,  and 
wants  to  pay  it  to  some  one  in  Germany,  he  will  not  be  able  to 
pay  it  unless  the  banker  can  pay  him,  and  the  banker  will  not  be 
able  to  pay  if  the  Bank  of  England  should  be  in  difficulties  and 
cannot  produce  his  '  reserve.' " 

Later  on  in  the  same  book  the  directors  of  the  Bank 
of  England  are  eulogised  in  the  following  terms  : — 

"  The  great  respectability  of  the  directors  and  the  steady  atten- 
tion many  of  them  have  always  given  to  the  business  of  the  Bank, 
have  kept  it  entirely  free  from  anything  dishonourable  and  dis- 
creditable. Steady  merchants  collected  in  council  are  an  admir- 
able judge  of  bills  and  securities.  They  always  know  the 
questionable  standing  of  dangerous  persons,  they  are  quick  to 
note  the  smallest  signs  of  corrupt  transactions,  and  no  sophistry 
will  persuade  the  best  of  them  out  of  their  good  instincts." 

The  Bank  of  England  has  to  publish  a  weekly 
account  in  accordance  with  the  provisions  of  this 
Act  of  1844.  The  Board  of  Directors  holds  a  weekly 
meeting,  and  passes  the  account  which,  according  to 
the  enactment,  has  to  contain  all  the  particulars 
enumerated  in  the  specimen  afforded  herewith. 
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BANK   RETURNS   AND    MONEY    MARKET. 

Bank  of  England. 

Accounts  pursuant  to  the  Act  7th  and  8th  Victoria,  cap.  32, 
for  the  Week  ended  Wednesday,  November  7,  1900. 

Issue  Department. 


Notes  issued 47,743,945 


47,743,945 


Government  debt 11,015,100 

Other  securities 6,759,900 

Gold  coin  and  bullion  29,968,945 


47,743,945 


Banking  Department. 


Proprietors'  capital...  14,553,000 

Rest 3,165,712 

Public  deposits  * 5,899,7 1 1 

Other  deposits 38,407,750 

Seven-days  and  other 

bills 168,529 


62,194,702 


Government     securi- 
ties   18,249,034 

Other  securities 24,100,732 

Notes 18,083,730 

Gold  and  silver  coin.  1,761,206 


62,194,702 


*  Including  Exchequer,  Savings  Banks,  Commissioners  of  National  Debt,  and 
Dividend  Accounts. 

T>2Xq6.  November  ^,  1900.         H.  G.  Bowen,  Chief  Cashier. 

The  "  Rest,"  included  in  the  liabilities  of  the  Banking 
Department,  is  a  surplus  which  varies,  as  the  accumu- 
lated profits  figure  in  it  till  up  to  the  times  for  the  pay- 
ment of  the  dividends  of  the  bank  to  its  shareholders- 
After  making  reference  to  the  functions  of  modern 
banks,  some  explanation  of  the  services  afforded  by 
them  should  naturally  follow.  This  will  necessitate 
the  introduction  of  various  banking  instruments  of 
credit,  and  it  is  therefore  expedient  to  allude  to  these 
in   the  first  place,  and   to  discuss   more  closely  such 
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terms  as  cheques,  bank-notes,  bills  of  exchange,  pro- 
missory notes,  etc.,  some  of  which  we  have  already 
had  occasion  to  mention. 

There  are  various  forms  in  which  a  depositor  at  a 
bank  requires  the  repayment  of  his  money. 

The  everyday  life  of  a  trader  necessitates  the  con- 
tinual drawing  of  cheques.  Goods  must  be  bought 
and  paid  for.  For  regular  disbursements,  such  as  the 
weekly  payment  of  wages,  and  for  the  paying  out  of 
various  sums  for  the  continual  exigencies  attendant  on 
trade  transactions,  special  cartage,  postage,  petty  cash 
purchases,  for  instance,  and  other  items  of  expenses 
which  must  constantly  be  recurring,  it  is  expedient  to 
cash  cheques  frequently.  Prudence  teaches  a  trader 
not  to  incur  risks  by  having  large  sums  of  money 
lying  on  the  premises,  when  a  bank,  ready  of  access, 
affords  him  greater  security,  so  the  natural  result  is  to 
have  constant  recourse  to  the  cashing  of  cheques.  As  a 
banking  instrument  the  cheque,  therefore,  requires  first 
consideration. 

There  are  not  a  few  who  are  familiar  with  the 
appearance  of  an  ordinary  cheque,  who  would  not  be 
ready  with  an  easily  understood  definition  of  it,  and 
some  of  the  explanations  ordinarily  afforded  do  not 
materially  assist  them.  To  be  told  that  a  cheque  is  a 
draft  for  money,  or  that  it  is  a  bill  of  exchange  drawn 
on  a  banker,  payable  on  demand,  only  necessitates 
further  definitions  of  a  draft  and  a  bill  of  exchange 
respectively. 

The  following  definition?  however,  seems  capable  of 
being  more  readily  understood.  A  cheque  is  an  uncon- 
ditional order  *    in   writing    drawn  on  a  banker  by  a 

*  As  the  instructions  for  the  payment  of  the  amount  which 
appears  in  writing  enjoin  definitely  that  such  payment  be  made, 
they  clearly  constitute  an  unconditional  order. 
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depositor,  and  requiring  the  banker  to  pay  on  demand 
a  sum  certain  of  money  to  or  to  the  order  of  a  specified 
person,  or  to  bearer. 

The  specified  person  in  whose  favour  the  cheque  is 
drawn  gives  effect  to  the  "order"  by  writing  his  or  her 
name,  which  appears  on  the  front  of  the  cheque,  across 
the  back  of  it.  This  endorsement,  as  it  is  called,  is 
absolutely  necessary,  as  otherwise  it  cannot  be  cashed 
by  the  banker  on  whom  it  has  been  drawn. 

When  a  cheque  has  been  made  out  payable  "  to 
bearer"  it  does  not  legally  require  an  endorsement 
when  presented  for  payment,  although  as  a  precaution- 
ary measure  a  bank  cashier,  when  tendered  a  cheque 
payable  to  bearer  by  some  one  unknown  to  him,  does 
customarily  ask  that  party  to  write  his  or  her  name 
across  the  back  of  it.  Such  a  measure  is  calculated  to 
facilitate  any  inquiry  that  may  arise. 

A  cheque  made  payable  to  order  may  be  "  crossed  " 
by  drawing  two  transverse  parallel  lines  across  its  face. 
This  constitutes  an  additional  safeguard.  A  crossed 
cheque  cannot  be  changed  for  money  across  the  counter 
of  a  bank,  but  the  party  to  whom  it  is  payable  must 
employ  a  banker  to  collect  the  amount  of  it  for  him  ; 
and  if  the  cheque  is  "  specially  crossed "  with  a  parti- 
cular banker's  name,  he  must  employ  that  particular 
banker. 

The  words  "  and  Co. "  (short  for  "  company ")  are 
usually  written  between  the  lines,  although  their  omis- 
sion does  not  invalidate  the  crossing  any  more  than 
does  the  omission  of  the  words  "  not  negotiable,"  which 
are  sometimes  added. 

The  crossing  of  cheques  is  a  great  safeguard,  as, 
when  collected,  the  name  of  the  party  for  whom  the 
amount  has  been  collected,  and  to  whose  credit  at  a 
bank    it   has    been    paid,  can    readily   be    ascertained. 
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The  signature  to  a  cheque  must  be  the  same  as  that 
in  which  the  drawer's  account  has  been  opened,  and 
which  is  recorded  by  the  bank  in  a  book  in  which 
each  customer  has  to  write  the  drawing  signature 
agreed  upon.  Many  persons  do  not  trade  under  their 
own  names.  It  is  not  always  convenient  to  do  so.  A 
former  servant  may  succeed  to  his  late  master's  busi- 
ness, and  find  it  to  his  advantage  not  to  alter  the 
name  of  the  firm.  But  whether  the  trading  name  be 
real  or  assumed,  the  one  in  which  the  banking  account 
has  been  opened  is  the  one  to  sign  orders  on  the  bank 
for  payment. 

The  party  who  signs  a  cheque  need  not  write  with 
his  own  hand  the  other  words  and  figures  necessary  to 
complete  it.  The  secretary  of  a  company  or  institu- 
tion usually  has  this  work  to  do,  and  then  as  many  of 
the  directors  affix  their  signatures  as  the  statutes  may 
require.  In  large  private  firms  also,  a  clerk  customarily 
prepares  the  cheques  before  they  are  presented  to  such 
of  the  partners  as  are  required  to  sign  them.  But 
special  care  should  be  taken  that  the  amount  specified 
in  writing  corresponds  to  the  amount  repeated  in 
numerals  in  the  left-hand  corner  of  the  cheque,  and 
under  no  circumstances  should  the  signature  be  affixed 
before  these  blank  spaces  have  been  correctly  filled 
in.  It  may  be  added  further  that  there  is  no  legal 
necessity  that  the  signature  to  a  cheque  should  be 
written  in  the  right  hand  corner.  But  such  is  the 
commercial  usage,  and  therefore  it  would  be  justly 
considered  an  affectation  if  written  elsewhere. 

Bank-notes  are  defined  as  follows  by  Acts  17  and  18 
Vict,  cap.  83,  sec.  11  : — 

"  That  all  bills,  drafts,  or  notes  (other  than  notes  of  the  Bank  of 
England),  which  shall  be  issued  by  any  banker,  or  the  agent  of  any 
banker,  for  the  payment  of  money  to  the  bearer  on  demand,  and 
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all  bills,  drafts,  or  notes  so  issued,  which  shall  entitle,  or  be  intended 
to  entitle  the  bearer  or  holder  thereof  without  endorsement,  or 
without  any  further  or  other  endorsement  than  may  be  thereon  at 
the  time  of  the  issuing  thereof,  to  the  payment  of  any  sum  of 
money  on  demand,  whether  the  same  shall  be  so  expressed  or  not, 
in  whatever  form,  and  by  whomsoever  such  bills,  drafts,  or  notes 
shall  be  drawn  or  made,  shall  be  deemed  to  be  bank-notes  of  the 
banker  by  whom  or  by  whose  agent  the  same  shall  be  issued." 

A  Bill  of  Exchange^  as  defined  by  the  Bills  of 
Exchange  Act  of  1882,  is  an  unconditional  order  in 
writing,  addressed  by  one  person  to  another,  signed  by 
the  person  giving  it,  requiring  the  person  to  whom  it 
is  addressed  to  pay  on  demand,  or  at  a  fixed  or  deter- 
minable future  time,  a  certain  sum  in  money  to  or  to 
the  order  of  a  specified  person,  or  to  bearer. 

There  are  inland  bills  of  exchange  and  foreign  bills. 
The  former  are  those  which  are  both  drawn  and  payable 
within  the  British  Islands. 

An  inland  bill  is  generally  drawn  payable  to  the 
person  who  hands  it  to  the  other  to  accept,  i.e.  to 
countersign,  and  the  acceptor  states  at  the  same  time 
the  place  where  he  will  provide  the  money  ready  to 
meet  it  when  it  becomes  due. 

Foreign  bills  are  frequently  drawn  payable  to  some 
third  party.  The  convenience  of  such  an  arrangement 
is  manifest.  For  example,  a  foreign  merchant  supplies 
an  English  trader  with  goods.  By  employing  an  agent 
in  England  to  collect  all  sums  that  become  due  for 
goods  sold  there  by  him,  the  merchant  abroad  saves 
both  himself  and  his  English  buyers  a  considerable 
amount  of  trouble.  His  agent  can  then  collect  all  the 
amounts  of  accepted  bills  when  they  fall  due,  and 
remit  the  same  according  to  such  arrangement  as  the 
merchant  may  make  with  him,  and  the  buyers  have 
simply  to   arrange  through  their  own  bankers  to  pro- 
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vide  for  the  amounts  of  such  bills  as  they  have  accepted 
payable  to  the  agent's  order  at  some  bank  in  England. 
Example  of  an  Inland  Bill  of  Acceptance  : — 


iio 

0    ( 

3  due  April  4,  1901,  London. 

Jaftuary 

I,  1901. 

Three  Months 

after  Date^  pay  to  our  order  the  Sum  of 

Fifty  Pounds  for 

value  received. 

(Signed)     P.  H. 

<3r-  Co. 

To  Mr  L.  H. 

(Address). 

(Address). 

The  above  is  completed  by  the  acceptance  of  the 
party  to  whom  it  is  addressed,  who  writes  across  it  the 
word  '*  accepted,"  followed  by  an  indication  as  to  where 
he  is  prepared  to  pay  it,  and  his  signature  thus : — 


o 


The  date  on  which  the  bill  falls  due  is  not  always 
inserted,   but  it  very   frequently   is,   and    its   insertion 


88  THE  STAMP  DUTY  [chap. 

helps  to  keep  the  acceptor  from  making  a  mistake  about 
it  Some  firms  if  questioned  will  say,  "  We  invariably 
insert  it "  ;  others  will  reply,  '*  We  never  do,  it  is  the 
customer's  look-out  not  to  make  a  mistake  about  the 
time  when  a  bill  which  he  accepts  falls  due." 

The  term  "month"  as  used  in  a  bill  signifies  a 
calendar  month.  The  date  indicated  for  the  falling 
due  of  the  bill,  as  by  the  example  afforded,  requires  ex- 
planation. An  acceptor  of  a  bill  in  England,  according 
to  legalised  custom,  gets  three  days'  grace.  Hence  the 
4th  and  not  the  ist  of  April  would  be  the  limit  allowed 
for  providing  for  a  three  months  bill  drawn  on  the  first 
day  of  January. 

Such  a  bill  when  properly  stamped  and  executed 
becomes  a  negotiable  instrument,  and  can  pass  from 
hand  to  hand.  Care  must  be  taken  that  the  stamp 
is  of  sufficient  value.  The  stamp  duties  on  bills  of 
exchange  of  any  kind  whatever  (except  a  bank-note) 
drawn  or  made  payable,  or  actually  paid  or  endorsed, 
or  in  any  manner  negotiated  in  the  United  Kingdom, 
are : — 

£         S.       D 

On  amounts  not  exceeding  ;^5 o    o     i 

Exc.  ;^5  and  not  exceeding  ;^  I o 002 

„     10  „  25 003 

»     25  „  50 006 

»     50  »  75 009 

„     75  »  100 o     I     o 

An  inland  bill  has  to  be  drawn  on  paper  on  which 
the  Inland  Revenue  stamp  has  been  impressed. 

When  a  foreign  bill  is  negotiated  in  England  a 
stamp  is  affixed  to  it  of  the  same  value  as  on  the  paper 
of  an  inland  bill  for  a  like  amount. 

Foreign  bills  of  exchange  are  customarily  drawn  in 
a  form  somewhat  different  from  that  of  an  inland  bill. 
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Like  bills  of  lading  these  are  drawn  in  sets.  One  only 
out  of  each  set  is  negotiable,  as  each  part  contains  a 
condition  that  it  shall  be  paid  provided  that  no  other 
of  the  set  has  been  paid.  Prior  to  the  great  increase 
in  the  use  of  steam  power  in  ocean  traffic  they  were 
very  commonly  drawn  in  sets  of  three,  and  two  of 
them  used  to  be  transmitted  by  separate  ships  as  a 
precautionary  measure,  so  that  in  case  either  should  be 
lost  the  other  could  be  negotiated  in  its  stead.  In  these 
days,  now  that  transit  is  effected  with  greater  speed,  it 
is  more  customary  to  draw  two  only,  pne  to  be  retained 
by  the  owner  of  the  goods  shipped,  and  the  other  to 
be  forwarded  to  the  buyer  for  acceptance. 

The  form  in  which  they  are  drawn  varies  a  good 
deal  according  to  the  nature  of  the  trade  in  which  they 
are  employed.  Some  are  made  payable  at  a  certain 
fixed  period  from  the  date  of  shipment  of  the  goods. 
Others  are  drawn  payable  at  a  certain  number  of  days 
after  sight.  The  mode  usually  then  adopted  so  as  to 
ensure  that  the  acceptor  shall  not  secure  a  longer 
term  by  delay  in  acceptance  is  for  the  exporter  to 
send  the  bill  of  exchange  through  a  bank,  together 
with  the  bill  of  lading,  so  that  the  latter  is  not  handed 
over  to  the  importer  until  he  has  accepted  the  former. 
The  following  words  are  often  printed  on  a  foreign 
bill  of  exchange  drawn  for  acceptance :  Documents  to 
be  surrendered  upon  payment  of  this  draft. 

Many  of  the  large  mercantile  firms  of  the  United 
Kingdom  draw  on  their  foreign  buyers  at  sight,  so  that 
the  latter  have  to  pay  the  money  for  the  amount  of 
the  draft  presented  to  them  before  they  are  handed 
the  shipping  documents  which  will  enable  them  to  get 
possession  of  the  goods.  These  have  been  entrusted 
to  the  bankers  of  the  exporters,  and  they,  through 
their  authorised  agents,  collect  the  amount  due  before 


90  TERMS  OF  PA  YMENT  [chap. 

suffering  these  documents  to  pass  into  the  hands  of 
the  buyer  in  exchange.  Such  a  process  ensures  the 
exporters  against  non-payment  for  their  shipments,  but 
the  exigencies  of  commerce  do  not  always  admit  of 
the  adoption  of  terms  so  favourable  to  themselves. 
Competition  leads  to  the  giving  of  more  extended 
credit,  as  rivals  who  wish  to  secure  the  trade  offer  it 
as  an  inducement  to  the  buyers.  This  inevitably  results 
in  a  certain  amount  of  loss  through  bad  debts,  but  it 
would  appear  that  the  increased  volume  of  trade 
obtained  by  making  concessions  of  the  kind  is  con- 
sidered to  compensate  for  it  in  some  measure.* 

*  The  longer  credit  given  by  German  houses  was  alleged  by 
some  of  H.M.  Consuls  in  Italy  as  one  of  the  causes  of  the  in- 
ability of  English  firms  to  secure  an  adequate  share  of  trade 
there.  See  Diplomatic  and  Consular  Reports,  No.  499,  Foreign 
Office,  March  1899. 
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The  acceptance  is  effected  in  the  same  way  as  with 
inland  bills  of  exchange,  by  the  signature  of  the  party 
to  whom  it  is  addressed  across  the  face  of  the  bill, 
together  with  mention  where  it  will  be  payable. 

The  statutory  definition  (Bills  of  Exchange  Act 
1 882,  part  iv.,  sec.  83)  of  a  Promissory  Note  is  an  uncon- 
ditional promise  in  writing  which  is  made  by  one  person 
to  another,  signed  by  the  maker  engaging  to  pay  on 
demand,  or  at  a  fixed  or  determinable  future  time,  a  sum 
certain  in  money  to  or  to  the  order  of  a  specified  person, 
or  to  bearer. 

The  maker  of  the  note  is  in  precisely  the  same 
position  as  the  acceptor  of  a  bill  of  exchange,  and 
similar  rules  relative  to  assignment  by  delivery  or 
endorsement  apply  to  it. 

FORM  OF  PROMISSORY  NOTE. 


;^5o     0     0 

London,  fanuary 

I,  1901. 

Two  Months 

after  date, 

I  promise  to  pay  to  the  order 

of  Mr  F. 

D.  the  sum  of  Fifty  Pounds  for 

value 

received. 

(Signed) 

A  promissory  note  may  be  made  by  more  than  one 
person,  and  the  makers  may  be  liable  thereon  either 
jointly,  or  jointly  and  severally. 

Many  merchants  have  to  be  constantly  making 
provision  for  the  times  when  bills  of  exchange  accepted 
by  them  shall  fall  due,  so  that  they  shall  be  taken  up. 
This  means  that  at  whatever  place  they  have  been 
made  payable  the  money  shall  be  forthcoming  there, 
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and  when  accepted  payable  at  any  banking  establish- 
ment other  than  that  of  the  acceptor  he  must  notify  his 
bankers  to  transfer  the  requisite  amount  thither  and  to 
charge  it  to  his  account. 

For  notification  to  a  banker  (commonly  termed 
advising)  that  an  acceptance  is  about  to  fall  due  and 
that  it  must  be  provided  for,  a  form  of  words  to  the 
following  effect  is  customarily  employed  : — 

Please  pay  acceptance  (value  stated  herewith)  drawn 
by  (drawer's  name  and  address  herewith)  due  (date 
specified)  at  (place  and  establishment  where  payable 
indicated). 

Should  a  trader  have  accepted  a  bill  made  payable 
at  his  own  bank  it  would  not  be  necessary  for  him  to 
advise  his  bankers  (assuming  that  there  were  sufficient 
funds  at  his  credit  there  to  meet  it),  as  it  would  be  paid 
by  them  on  his  account  without  previous  notification  by 
him.  His  signature  of  acceptance  on  the  bill  would 
suffice,  as  it  suffices  on  his  cheques. 

When  a  bill  has  been  provided  for  by  the  acceptor  he 
is  entitled  to  have  it  back  as  soon  as  the  amount  of  it 
has  been  paid  to  the  holder. 

The  acceptor  of  a  bill  of  exchange  sometimes  has 
the  option  of  "  lifting  it  before  maturity,"  which  means 
to  pay  its  amount  before  it  becomes  due,  minus  an 
allowance  granted  for  the  prepayment.  Such  allowance 
is  termed  a  rebate  and  is  based  on  calculations  of  the 
existing  rate  of  discount. 

A  bill  is  said  to  be  dishonoured  when  funds  are 
not  forthcoming  to  meet  it  at  the  time  and  place  cove- 
nanted for  its  payment.  The  banker  who  has  presented 
it  for  collection  then  charges  its  amount  against  that 
customer  who  has  been  credited  by  him  with  the 
value  of  the  bill,  and  returns  it  to  him  together  with 
a  memorandum  of  the  amount  thus  debited,  with  the 
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customary  additional  charge  for  the  operation.  The 
party  who  accepted  it  has  then  to  be  referred  to,  and 
if  thought  advisable,  legal  proceedings  can  be  instituted 
against  him  without  further  delay,  the  returning  of 
the  bill  with  the  debit  note  being  evidence  of  the 
non-payment.  Unless,  however,  there  happen  to  be 
urgent  grounds  for  losing  no  time  in  trying  to  recover 
the  value  of  the  dishonoured  bill,  the  more  usual 
course  is  to  send  the  acceptor  a  communication,  which 
may  be  worded  as  follows  : — 

"Messrs  Smith  &  Co.  beg  to  inform  Mr  Robinson  that  his 
acceptance  £^q^  drawn  January  i,  1900,  due  April  4,  1900,  payable 
at  Messrs  Brown  Banking  Co.,  Ltd.,  Portsmouth,  has  this  day 
been  returned  to  them  by  their  bankers,  together  with  the  charge 
of  2s.,  making  a  total  of  ;^5o,  2s.  They  request  him  to  send  a 
remittance  to  cover  the  same  by  return  of  post." 

The  action  of  British  merchants  towards  a  customer 
who  dishonours  a  bill  usually  very  much  depends  on 
whether  they  think  that  he  accepted  it  in  the  first 
place  with  full  belief  that  he  could  pay  it  when  due, 
and  with  bona-fide  intent  to  do  so. 

A  form  of  bill  which  cannot  be  said  to  be  a  genuine 
commercial  bill,  but  which  is  made  use  of  by  some 
commercial  men,  is  that  of  the  accommodation  bill, 
when  one  party  draws  on  another  without  having 
given  him  valuable  consideration.  The  acceptor  lends 
his  name  to  the  drawer,  and  on  the  strength  of  such 
security  the  latter  proceeds  to  discount  the  bill.  He 
has  borrowed  the  credit  of  another  to  enable  him  to 
do  so,  and  should  he  fail  to  provide  money  to  meet 
the  bill  when  falling  due,  that  other  is  responsible  for 
finding  it.  Banking  firms  have  to  exercise  extreme 
caution  in  the  discounting  of  accommodation  bills, 
which  are  often  connected  with  trading  of  a  speculative 
nature. 
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The  publication  of  an  annual  balance  -  sheet  is 
obligatory  on  all  public  banking  establishments.  As 
the  profits  of  the  trading  of  the  past  year  appear  in 
each  balance-sheet  and  also  the  amount  of  the  capital 
with  particulars  relative  to  the  mode  of  its  investment, 
shareholders  and  depositors  are  afforded  some  insight 
into  the  position  of  affairs.  Many  private  banking 
firms  also  issue  balance-sheets. 

Among  the  services  afforded  by  banks  to  their 
customers  are : — 

Safe  custody  of  their  money. 

Repayment  of  it  as  required  in  convenient  form. 

Negotiation  of  their  securities,  thereby  affording  them 
value  for  the  same. 

To  ensure  safe  custody  of  the  money  of  customers, 
it  is  of  course  necessary  that  a  banking  establishment 
shall  possess  other  funds  than  those  acquired  by  the 
deposits.  It  must  have  a  capital  besides,  which  is  not 
to  be  traded  with  in  the  same  way  as  the  deposits, 
but  invested  in  securities  which  can  be  readily  converted 
into  money.  The  amount  paid  by  shareholders  on  their 
shares  in  a  banking  concern  forms  such  a  capital. 

It  is  necessary  in  any  case  to  have  a  reserve  actually 
in  hand  to  meet  contingencies.  Unforeseen  panics  some- 
times occur,  and  there  are  sudden  calls  for  money  which 
exceed  the  ordinary  requirements  of  customers.  A  con- 
siderable portion,  if  not  the  whole,  of  the  reserve  of  English 
banks  usually  consists  of  gold,  and  Bank  of  England  notes, 
and  Government  stocks. 

It  is  obvious  that  an  ample  reserve  is  a  necessity  for 
any  bank.  When  one  bank  in  any  centre  is  unable  to 
discharge  its  obligations,  and  so  suspends  payment,  its 
action  is  almost  certain  to  create  a  certain  amount  of 
uneasiness  in  the  minds  of  those  who  have  deposits  at 
a  neighbouring  bank,  although  the  latter  may  for  years 
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have  had  a  reputation  of  the  highest  stability.  A  fear 
arises  lest  the  transactions  of  the  bank  which  has  sus- 
pended payment  may  have  involved  the  other,  and 
the  desire  to  be  on  the  safe  side  causes  that  abnormal 
withdrawal  of  deposits  familiar  to  readers  of  fiction  as 
a  "  run  on  the  bank." 

It  is  necessary  in  the  next  place  to  indicate  how  in 
banking  the  capital  may  be  preserved  intact,  and  the 
reserve  kept  up.  This  can  obviously  only  be  done  by 
making  profits,  and  some  of  the  methods  of  making 
them  demand  attention,  as  they  can  be  readily  com- 
prehended, although  there  are  others  of  too  complicated 
a  nature  to  be  dealt  with  here. 

Bankers  acquire  profit  by  paying  less  percentage 
for  moneys  placed  with  them  on  deposit  or  open 
account  than  they  charge  on  advances  of  money  to 
their  clients ;  also  by  charges  for  transacting  the 
business  of  receiving  and  paying  out  moneys  for 
clients ;  by  charges  for  advances  on  personal  confi- 
dence, guarantee,  and  assignment  of  deeds  and  certifi- 
cates. 

The  discounting  of  bills  is  a  large  source  of  revenue 
to  bankers. 

A  trader  who,  instead  of  being  paid  cash  by  his 
customer,  has  taken  a  bill  of  exchange  from  him,  pay- 
able in  one,  two,  or  three  months'  time,  as  the  case  may 
be,  can  obtain  money  for  the  same  at  once  by  getting 
his  banker  to  discount  it,  that  is,  to  give  him  in  ex- 
change for  the  bill  the  amount  for  which  it  has  been 
made  out,  less  the  banker's  charge  for  discounting. 

It  is  then  the  banker  who  will  receive  the  amount  of 
the  bill  when  due  from  the  acceptor  of  it.  Such  dis- 
counting is  a  daily  source  of  profit  to  bankers,  for  in 
every  commercial  town  in  the  United  Kingdom  there 
are  traders  who  require  the  accommodation. 
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It  is  true  that  there  are  many  merchants  who 
dedine  to  take  bills  from  their  customers,  and  who 
regulate  their  terms  accordingly.  There  are  seme 
who  try  to  avoid  receiving  them  by  offering  special 
advantages  for  prompt  payments,  but  who  neverthe- 
less do  accept  a  limited  number  of  them  from  those 
who  deal  with  them.  But  there  are  others  to  be  met 
with  who,  when  questioned  touching  their  transactions, 
will  answer,  "  Oh,  with  us  it  is  nearly  all  paper,"  mean- 
ing thereby  that  their  customers  expect  them  to  take 
accepted  bills  in  settlement  of  their  accounts. 

Not  all  who  receive  bills  discount  them.  Some 
simply  keep  the  bills  till  they  become  due,  and 
then  entrust  them  to  their  bankers  for  collection. 
But  others  discount  the  bills  for  various  reasons. 
Sometimes  they  absolutely  need  the  money  to  meet 
their  own  engagements.  Sometimes  they  consider 
that  it  pays  them  to  do  so,  inasmuch  as  by  using  the 
sums  so  obtained  in  their  businesses  they  can  reap 
profits  from  them  which  exceed  the  losses  incurred  by 
the  deduction  of  the  discounts  of  the  bankers. 

When  a  banker  discounts  a  bill,  it  becomes  his 
absolute  property  to  use  as  he  may  think  proper.  He 
can,  for  instance,  part  with  it  to  another  banker,  should 
he  wish  to  do  so.  By  discounting  it,  he  buys  it  from  his 
own  customer,  and  he  then,  in  the  ordinary  course  of 
events,  sells  it  to  the  acceptor,  and,  should  the  latter  not 
pay  for  it  when  due,  the  banker  has  a  security  in  his  own 
customer,  who  has  then  to  make  good  the  amount  to  him. 

Bankers  derive  profits  from  loans  on  Government 
Securities.  Exchequer  Bills  are  an  instance.  These  are 
bills  of  credit  issued  by  parliamentary  authority  to  raise 
money  for  the  time  being.  They  bear  interest  at  a 
certain  rate  per  day,  according  to  the  rate  fixed  at  the 
beginning  of  each  year. 

G 
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Exchequer  Bojids,  from  which  bankers  likewise 
derive  profit,  are  also  bills  of  credit  issued  by  parlia- 
mentary authority,  and  are  terminable,  after  a  definite 
number  of  years,  at  a  fixed  interest  rate.  The  follow- 
ing particulars  of  such  an  issue  are  reproduced,  by  per- 
mission, from  the  Economist,  of  9th  February  1901  : — 

EXCHEQUER   BONDS, 

Per  Act  64  Vict.  ch.  i. 

Bearing  Interest  at  £2,  per  Cent,  per  Annum,  payable  quarterly. 
The  First  Dividend  will  be  paid  on  the  Jth  June  1901. 

ISSUE  OF  ;^i  1,000,000  BONDS,  in  amounts  of  ;^ioo,  ;^200, 
;^5oo,  ;^iooo,  and  ^5000.  Repayable  at  par  on  7th 
December  1905. 

The  Governor  and  Company  of  the  Bank  of  England  are 
authorised  by  the  Lords  Commissioners  of  His  Majesty's  Treasury 
to  receive  TENDERS  for  Exchequer  Bonds,  as  above,  to  the 
amount  Qi  £\  1,000,000. 

The  Bonds  will  be  dated  the  7th  March  1901,  and  will  be 
repayable  on  the  7th  December  1905.  They  will  rank  in  all 
respects  with  the  issue  of  ;^3,ooo,ooo,  dated  the  7th  December 
1900,  which  are  also  repayable  on  the  7th  December  1905. 

Interest  at  £'>>  P^^  cent,  per  annum  will  be  paid  by  Coupon,  the 
first  dividend  being  payable  on  the  7th  June  1901. 

Tenders,  which  must  be  accompanied  by  a  deposit  of  ;^3  per 
cent.,  will  be  received  at  the  Chief  Cashier's  Office,  Bank  of 
England.  The  list  will  be  opened  on  Monday,  the  nth 
February.  In  case  of  partial  allotment,  the  balance  of  the 
amount  paid  as  deposit  will  be  applied  towards  the  payment  of 
the  first  instalment.  Should  there  be  a  surplus  after  making  that 
payment,  such  surplus  will  be  refunded  by  cheque. 

The  dates  on  which  the  further  payments  will  be  required,  are 
as  follow : — 

So  much  as,  when  added  to  the  deposit,^  P  . , 

will       leave       Seventy  -  five      Pounds  j  t?  u 

...         ,  .  ,  V  ,    ,       J     J  }-  22nd  February 

(sterlmg)  to  be  paid  for  each  hundred 

pounds  of  Bonds. 
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£2$  per  cent,  on  Friday,  22nd  March  1901. 
;^5o  per  cent,  on  Friday,  12th  April  1901. 

The  instalments  may  be  paid  in  full  on,  or  after,  the  22nd 
February  1901,  under  discount  at  the  rate  of  ^3  per  cent,  per 
annum. 

In  case  of  default  in  the  payment  of  any  instalment  at  its 
proper  date,  the  deposit  and  the  instalments  previously  paid  will 
be  liable  to  forfeiture. 

Scrip  Certificates  to  bearer  will  be  issued  in  exchange  for  the 
provisional  receipts. 

Notice  will  be  given  in  the  Public  Press  when  the  Definitive 
Bonds  are  ready. 

Tenders  must  be  on  printed  forms,  which  may  be  obtained  at 
the  Bank  of  England,  or  any  of  its  branches  ;  at  the  Bank  of 
Ireland  ;  or  of  Messrs  Mullens,  Marshall  &  Co.,  4  Lombard  Street, 
London,  E.C. 

The  Lords  Commissioners  of  His  Majesty's  Treasury  reserve 
the  right  of  rejecting  any  Tenders. 

Bank  of  England,  8th  February  1901. 

Loans  to  public  companies^  and  advances  on  goods 
in  public  warehouses^  may  also  be  specified  as  sources 
of  profit  to  bankers. 

The  outcome  of  banking  operations  is,  that  a  large 
amount  of  money  is  actively  employed  which  would 
otherwise  be  unproductive,  and  further,  that  capital  can 
pass  from  one  part  of  the  country  to  another  for 
industrial  purposes,  and  that  extensive  transactions  can 
take  place  without  the  actual  employment  of  coin  or 
notes. 

The  consideration  of  the  advantage  of  utilising  a 
banker's  services  must  be  followed  by  some  explanation 
of  the  process  of  opening  an  account. 

As  soon  as  the  bankers  have  entered  the  customer's 
name  and  address  in  their  books,  they  present  him  with 
a  pass-book.  The  customer  is  described  as  the  creditor 
and  the  bankers  as  the  debtors,  and  on  the  left  hand, 
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or  debtor,  side  of  the  pass-book  are  entered  all  amounts 
paid  in  on  behalf  of  the  customer  by  himself  and  others, 
and  on  the  right  hand,  or  creditor,  side  are  those  paid 
by  the  bankers  on  his  account  to  him  or  to  others. 
The  entries  are  balanced  at  the  end  of  every  half  year, 
and  the  amount  standing  to  the  credit  of,  or  owing  by, 
the  customer,  as  the  case  may  be,  is  carried  forward 
instead  of  the  total  amounts  of  the  credits  and  debits 
to  date. 

This  pass-book  has  to  be  periodically  left  with  the 
bankers  to  be  "  made  up,"  that  is,  to  have  the  proper 
entries  copied  into  it  from  their  own  books  of  account. 

A  notice  to  the  following  effect  customarily  appears 
on  the  fly-leaf  of  the  pass-book  supplied  to  a  trading 
firm  : — 

"  It  is  particularly  requested  that  this  book  be  left  at  the  bank 
at  least  once  in  every  month,  and  always  a  few  days  previous  to 
the  30th  June  and  31st  December. 

"  For  the  sake  of  security  it  is  requested  that  when  either  this 
book  or  a  cheque  book  is  required  from  the  bank,  application  may 
be  made  in  person  or  by  a  written  order." 

By  attending  to  the  first  of  these  requests,  a 
customer  is  regularly  afforded  a  prompt  insight  into 
the  state  of  his  account,  when  he  can  readily  check  the 
correctness  of  the  entries. 

The  second  request  is  a  necessary  precaution 
against  fraud,  and  ensures  a  degree  of  privacy.  It  is 
obvious  that  any  one  wishing  to  deceive  a  banking  firm 
by  drawing  the  money  of  another  depositor,  must 
possess  himself  of  one  of  the  cheques  supposed  to 
be  in  that  other's  possession,  for  were  he  to  imitate 
his  signature  on  any  other  cheque,  the  chances  are 
that  the  forgery  would  be  more  readily  detected,  as 
when  a  cheque  book  is  given  out  by  a  bank  it  is  the 
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rule  to  take  a  memorandum  of  the  numbers  of  the  bank 
cheques  contained  therein.  It  is  true  that  a  cheque  can 
be  drawn  on  ordinary  paper,  provided  that  a  penny  stamp 
be  affixed,  across  which  the  drawer  writes  his  name,  but 
a  trader  would  not  be  expected  to  use  ordinarily  any 
form  of  cheque  other  than  that  supplied  by  his  bankers, 
and  if  he  did  do  so,  the  circumstance  would  be  specially 
noted. 

The  request  for  an  application  in  person  or  in 
writing  for  the  pass-book  is  made  with  a  view  to 
preventing,  if  possible,  the  unwarranted  revelation  of 
the  state  of  a  customer's  account.  Whether  a  customer 
has  a  balance  to  his  credit  or  whether  he  owes  money 
to  his  banker,  he  is  alike  entitled  to  the  reticence 
of  the  latter  under  ordinary  conditions.  And  he 
seldom  has  reason  to  complain  in  this  respect.  For 
instance,  when  customers  have  not  enough  funds  at 
the  bank  to  meet  the  value  of  cheques  drawn  by 
them,  or  bills  which  they  have  accepted,  an  English 
banker  does  not  make  a  practice  of  stating  to 
those  who  present  these  documents  what  amount  of 
deficiency  there  may  be.  They  receive  them  back 
again  bearing  a  brief  intimation  such  as  "apply  to 
drawer,"  or  possibly  "insufficient  assets."  The  former 
mode  of  expression  is  more  commonly  used. 

The  Bank  Rate  is  the  rate  of  discount  which  the 
Bank  of  England  charges  for  discounting  bills.  It  is 
affected  by  the  demand  for  money.  When  advances  on 
securities  are  largely  in  request,  money  is  said  to  be  in 
brisk  demand,  and  the  Bank  Rate  is  likely  to  be  raised. 
When,  on  the  contrary,  the  reserves  are  high  and 
advances  are  not  pressed  for,  the  rate  has  a  tendency 
to  keep  low,  and  those  who  require  to  have  bills 
discounted  stand  at  an  advantage.  Other  banks 
regulate   their    charges    for    discounting    and    making 
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advances   according   to   the   fluctuations   of   the    Bank 
Rate. 

This  rate  of  discount  is  influenced  by  the  Foreign 
Exchanges,  which  now  require  attention. 

The  interpretation  of  Exchange  in  commerce  is  the 
effecting  of  transactions  by  which  the  liabilities  of  those 
at  a  distance  are  discharged  by  a  banking  instrument, 
such  as  a  banker's  draft  or  a  bill  of  exchange,  without 
the  transmission  of  actual  specie,  otherwise  gold  and 
silver. 

When  a  bill  drawn  in  Berlin  for  payment  of  £200 
will  fetch  the  same  in  London  the  two  Exchanges  of 
Berlin  and  London  respectively  are  said  to  be  at  par, 
as  against  one  another ;  and  either  is  termed  over  or 
under  par  according  to  whether  higher  or  lower  prices 
are  obtainable  in  the  one  city  for  bills  of  exchange 
drawn  between  the  two. 

It  has  to  be  borne  in  mind  that  when  an  English 
merchant  buys  on  the  Paris  market  he  has  to  place  a 
certain  amount  of  bullion  there  for  his  purchase.  He 
does  not  want  to  have  the  risk  and  trouble  of  sending 
the  actual  gold  across,  so  he  buys  a  bill  which,  when 
transmitted  thither,  can  be  cashed  for  the  amount  which 
he  has  to  pay.  If  many  happen  to  be  wanting  such  bills 
at  the  same  time,  which  would  mean  that  goods  had 
been  largely  purchased  by  the  English  from  the  Paris 
market,  the  demand  in  London  for  bills  on  Paris 
increases  and  their  prices  rise  over  par  in  consequence. 
That  they  do  not  in  ordinary  circumstances  rise  far 
above  it  is  due  to  the  fact  that,  in  case  of  necessity, 
there  exist  means  for  sending  the  actual  bullion  across 
the  channel.  The  rises  are  naturally  limited,  as 
merchants  would  resort  to  the  last-named  mode  of  dis- 
charging their  liabilities  if  they  could  only  purchase 
foreign  bills  by  paying  much  more  for  them  than  their 
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actual  money  value  when  cashed  at  the  place  where  the 
goods  were  bought. 

If  a  bill  drawn  in  Paris,  payable  in  London,  can  be 
purchased  in  London  for  less  than  in  Paris,  the  ex- 
change is  said  to  be  under  par  and  in  favour  of  Paris. 
The  bill  cannot  be  exchanged  for  the  same  value  that  it 
would  represent  if  in  Paris,  and  the  receipt  of  any  smaller 
amount  makes  the  exchange  unfavourable. 

The  development  of  banking  operations  resulted  in 
the  establishment  of  an  institution  which  is  now  con- 
sidered indispensable,  namely,  that  of  the  Bankers' 
Clearing- House.  Formerly  each  London  bank  had  to 
employ  clerks  to  make  daily  rounds  calling  on  other 
banking  establishments  to  collect  such  payments  as 
were  due  for  cheques,  bills,  etc.,  which  had  been 
made  payable  at  these  other  banks.  This  took  up 
considerable  time,  and  involved  much  labour.  A  large 
stock  of  bank  notes  had  to  be  kept  in  reserve  to  meet 
these  claims,  as  each  bank  was  habitually  called  upon  to 
pay  its  liabilities  of  the  day  to  others  before  it  could 
collect  its  own  dues.  Such  methods  have  been  obviated 
by  the  use  of  the  Clearing- House.  Bankers  send 
representatives  there  so  that  each  one  can  receive  from 
the  others  all  the  documents  payable  at  his  establish- 
ment, and  can  deliver  to  them  those  which  they  have  to 
make  good  to  the  firm  for  which  he  acts.  This  process 
is  repeated  twice  daily,  and  each  bank  is  allowed  up  to 
4.45  P.M.  to  consider  whether  it  will  pay  all  the  claims 
thus  made  on  it.  If  none  of  them  be  repudiated  by 
that  time,  it  is  considered  that  liability  for  the  same 
to  the  Clearing-House  has  been  acknowledged.  The 
accounts  are  then  made  up.  The  clerk  of  the  Clearing- 
House  makes  out  the  account  of  each  bank,  and  either 
requires  from  the  bank  a  payment,  or  supplies  an  order 
to    receive    one,    according    to   whether    the    balance 
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between  its  liabilities  to  other  banks  and  its  dues  from 
them  be  favourable  or  the  reverse.  The  settlements  are 
effected  by  means  of  a  species  of  cheque  on  the  Bank 
of  England.  These  are  called  transfer  tickets.  White 
ones  are  used  for  the  purpose  of  paying  to  the 
Clearing- House  and  green  ones  entitle  the  holder  to 
receive  a  balance  from  it.  Every  clearing  banker  has 
an  account  with  the  Bank  of  England,  as  has  also  the 
Clearing-House.  By  means  of  this  system  of  paying  to 
one  institution  instead  of  to  several,  as  was  necessitated 
when  bankers  paid  to  and  received  balances  from  one 
another,  there  is  no  necessity  for  the  employment  of 
bank  notes  or  coin  in  effecting  daily  settlements 
together. 

There  is  a  country  Clearing-House,  and  country 
bankers  employ  London  ones  as  their  agents  to  do  their 
necessary  clearing  for  them,  and  an  enormous  amount 
passes  through  this  channel. 

In  most  of  the  large  towns  in  the  provinces  a  system 
on  the  same  principle  is  adopted  by  the  banks.  They 
keep  accounts  at  the  local  branch  of  the  Bank  of 
England,  and  settle  differences  daily  by  transfers  in 
their  books. 

In  connection  with  the  subjects  both  of  the  Clearing- 
House  and  of  the  issue  of  notes,  an  extract  from  the 
report  afforded  by  the  Times,  8th  November  1900  (the 
use  of  which  has  been  kindly  permitted)  of  the  admir- 
able inaugural  address  delivered  by  Lord  Hillingdon  at 
the  opening  meeting  of  the  current  session  of  the 
Institute  of  Bankers  is  introduced  herewith.  The  words 
of  Lord  Hillingdon,  as  coming  from  a  financial  expert 
connected  with  a  banking  firm  with  a  world-wide 
reputation  (that  of  Glyn,  Mills,  Currie  &  Co.),  are 
worthy  of  the  closest  attention. 
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The  Past  Century. 

In  making  some  researches  as  to  the  state  of  the  country  at 
the  commencement  of  the  nineteenth  century,  he  had  been  greatly 
struck  with  the  preface  to  the  Annual  Register  for  1801.  It 
seemed  that  the  difficulties  which  our  ancestors  had  to  face  one 
hundred  years  ago  were  to  some  extent  of  the  same  nature  as 
our  own.  Considering  their  comparatively  small  resources,  the 
way  in  which  the  nation  then  faced  and  overcame  its  dangers 
must  be  worthy  of  our  highest  admiration  and  should  be  a  great 
encouragement  to  us  at  the  present  time.  Having  quoted  the 
figures  of  one  hundred  years  ago  and  those  now  relating  to  popula- 
tion, exports,  imports,  National  Debt,  Post  Office  revenue,  the 
price  of  wheat  per  quarter,  and  that  of  Consols,  and  the  Bank  of 
England  note  circulation,  he  remarked  that  the  figures  showed 
the  enormous  progress  that  had  been  made  by  the  nation  during 
the  last  century,  and  he  pointed  out  that  had  our  National  Debt 
during  this  period  increased  in  the  same  proportion  as  our  popula- 
tion, we  should  now  be  paying  interest  on  a  total  of  ;^  1,334,000,000. 
In  the  year  1800  there  were  in  London,  exclusive  of  the  Bank  of 
England,  68  banks,  and  in  the  rest  of  England  388,  or  456  in  all, 
representing  one  bank  to  about  every  19,500  of  the  population. 
These,  it  must  be  remembered,  were  entirely  in  the  hands  of 
private  bankers.  In  one  hundred  years  the  number  of  banks — 
head  offices  and  banks  without  branches — had  by  failure  and 
amalgamation  decreased  to  303,  but  the  number  of  bank  offices 
had  increased  nearly  tenfold — namely,  to  over  4300 — and  there 
was  now  a  bank  to  about  every  6900  of  the  population.  Some 
of  these  bank  offices,  however,  were  not  open  every  day.  Again, 
there  were  in  1800  probably  forty-six  bankers  in  London  who 
might  have  been  called  clearing  bankers,  all  of  them,  of  course, 
private  bankers,  whereas  there  were  now  but  three  private  banks 
in  the  Clearing-House — namely,  Messrs  Smith,  Payne,  &  Smiths, 
Messrs  Robarts,  Lubbock,  &  Co.,  and  his  own  firm,  though, 
indeed,  the  latter  was  technically  registered  under  the  Companies 
Acts.  Business  in  1800  was  somewhat  different  in  kind,  and 
certainly  vastly  different  in  quantity  from  that  transacted  by  banks 
to-day.  They  had  no  records  of  the  clearing  earlier  than  1839, 
when  the  year's  total  was  ;^9 5 4,40 1,600,  or  about  one-tenth  of  that 
of  last  year.  As  regarded  the  country  banks,  the  issuing  of  notes 
was,  and  for  some  time  continued  to  be,  their  principal  business. 
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The  note  question  occupied  the  attention  not  only  of  bankers,  but 
of  the  country  generally,  and  the  eagerness  and  learning  of  those 
engaged  in  the  controversy  could  only  be  compared  to  that  dis- 
played in  the  late  bimetallic  controversy.  These  two  questions 
were  also  alike  in  this — that  time  and  the  resistless  logic  of  events 
had  apparently  robbed  them  of  all  importance.  But  at  the 
beginning  of  this  century  the  issue  of  notes  was,  judging  by  the 
large  increase  in  the  number  of  country  bankers,  very  profitable, 
and  the  amount  a  bank  would  issue,  compared  with  its  capital, 
must  appear  to  us  truly  astonishing.  Besides  the  dangers  sur- 
rounding such  issues  of  notes,  there  was  another  and  sadder 
offshoot  of  it — the  many  executions  which  every  year  took  place 
for  uttering  forged  notes,  then  a  capital  offence.  As  for  the  coinage 
at  the  beginning  of  this  century  it  was  in  a  deplorable  condition. 
Much  foreign  coin  was  in  circulation,  and  people  were  obliged  to 
carry  about  pocket  scales  to  test  the  weight  of  every  gold  piece 
they  received.  Silver  was  even  worse,  and  in  Ireland  so  bad  that, 
according  to  Ruding's  Annals  of  the  Coinage^  even  of  the  best 
description  twenty-two  shillings  were  not  really  worth  more  than 
5s.  Yet  a  lower  depth  had  been  reached  with  regard  to  copper, 
and  the  country,  especially  in  the  North  of  England,  was  flooded 
with  counterfeit  halfpence.  In  these  matters,  certainly,  and  in 
others,  he  thought  we  might  fairly  say  that,  fortified  by  trials  and 
experience,  we  had  improved  on  the  methods  of  our  grandfathers  ; 
but  in  the  new  and  increasing  business  that  was  arising,  and  in 
the  strain  of  international  competition  which  was  daily  growing, 
new  dangers  and  difficulties  would  confront  us,  which  it  would  take 
our  greatest  care  and  ability  to  surmount. 
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The  following  particulars  about  current  coinage  should  be  noted, 
pending  the  creation  of  the  fresh  dies  for  the  present  reign  : — 

The  only  gold  coin  now  current  in  England  is  that  coined  since 
the  accession  of  Queen  Victoria,  either  at  the  London  Mint  or  the 
Australian  branch  Mints. 

All  silver  coined  since  1816  is  current  and  is  legal  tender. 

Copper  coins  have  not  been  coined  as  part  of  the  currency  since 
1861,  bronze  being  used  instead. 

With  respect  to  the  amount  that  is  legal  tender — in  the  United 
Kingdom  British  gold  is  legal  tender  for  any  amount  unless  it 
should  be  light  weight. 

British  silver  is  legal  tender  up  to  the  amount  of  forty  shillings. 

British  bronze  in  the  form  of  pence  and  halfpence  is  legal  tender 
to  the  amount  of  one  shilling,  and  in  farthings  to  the  amount  of 
sixpence. 

No  coin  is  legal  tender  which  is  defaced  by  any  name  or  word 
being  stamped  thereon. 

For  further  information  on  this  subject,  the  student  may  profit- 
ably consult  The  Elements  of  Banking 'hy  Mr  Macleod. 


CHAPTER  X 

TRANSIT  OF   GOODS   BY   LAND 

After  giving  some  consideration  to  the  construction 
of  commercial  establishments,  the  regulations  binding 
on  them,  and  the  necessary  and  expedient  books  for 
use  therein,  the  carriage  of  goods  forms  the  next 
point  for  our  attention. 

Those  who  make  a  public  business  of  carrying,  and 
undertake  for  hire  to  convey  the  goods  of  all  persons 
indiscriminately  from  place  to  place  are  termed 
common  carriers.  As  such,  they  are  bound  by  law 
to  take  care  of  the  goods  that  they  carry,  and  to 
deliver  them  properly  at  the  time  agreed  upon,  or 
within  a  reasonable  time  if  there  be  no  exact  stipula- 
tion about  it. 

Under  the  term  "  common  carriers "  are  comprised 
the  owners  and  masters  of  sailing  and  steam  vessels^ 
who  ply  regularly  from  port  to  port,  carrying  goods 
for  hire,  and  conveying  the  ordinary  luggage  of 
passengers  to  the  port  of  destination ;  owners  of 
barges  and  lighters ;  hoymen  and  canal  and  other  boat- 
men^ carrying  goods  for  the  general  public  for  hire ; 
ferrymen  under  certain  conditions ;  and  proprietors  of 
stage  waggons  and  coaches  which  carry  goods  for  hire. 
Railway  companies   are   common    carriers   with   regard 

to  the  goods  they  carry,  unless  the  Acts  under  which 
111 
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they  have  been  constituted  limit  their  liability  ;  and 
the  same  restriction  applies  to  canal  and  navigation 
companies y  in  respect  to  the  goods  which  they  under- 
take to  carry.  There  are  some  fine  distinctions  bear- 
ing on  the  carrying  trade,  into  which  it  is  unnecessary 
to  enter  here.  The  important  fact  to  bear  in  mind 
is  that  those  who  undertake  to  convey  goods  for  pay- 
ment are  bound  by  law  to  exercise  proper  care  while 
in  charge  of  them.  These  legal  measures  consequently 
greatly  facilitate  commercial  operations. 

A  carrier  is  answerable  for  the  goods  which  he  has 
undertaken  to  convey,  and,  in  default  of  their  delivery 
in  sound  condition  as  received,  must  make  compensation 
to  the  owner,  unless  he  can  show  that  the  loss  or 
damage  was  caused  by  some  unavoidable  natural 
occurrence,  such  as  a  storm  or  lightning ;  or  from  some 
fault  on  the  part  of  the  sender.  Thus,  a  carrier  might 
be  entrusted  with  a  glass  vessel,  containing  liquid 
matter,  which,  though  not  leaking  at  the  time  of 
delivery,  was  cracked  to  such  an  extent  that  it  readily 
went  to  pieces  with  the  ordinary  jolting  of  the  vehicle. 
The  carrier  would  then  not  be  considered  liable  either 
for  the  package  or  its  contents,  if  it  were  clear  that  it 
was  cracked  when  entrusted  to  him.  If,  on  the  other 
hand,  he  should  be  robbed  of  the  goods  he  would  then 
be  liable  for  the  loss,  as  the  nature  of  his  trade  implies 
responsibility  for  their  safe  custody  and  delivery. 

When  goods  are  lost  in  transit  in  circumstances 
which  make  the  carrier  liable,  it  rests  with  the  party 
who  pays  the  carriage  to  make  the  claim  for  compensa- 
tion, and  this  right  should  be  clearly  understood  as 
between  the  buyer  and  the  seller  of  the  goods.  The 
.seller  for  example,  who  undertakes  to  supply  goods  on 
carriage-paid  terms  must  (in  the  absence  of  any  special 
contract  betvv^een  the  buyer  and  seller  to  the  contrary 
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effect)  be  prepared  to  compensate  his  customer  for 
the  carrier's  fault  should  any  loss  be  incurred  in 
transit 

One  of  the  first  questions  which  is  usually  asked  of 
a  firm  offering  goods  is,  "  Do  you  pay  carriage  ?  "  And 
the  answer  frequently  runs,  "  We  pay  carriage  on  orders 
received  to  the  value  of— (here  the  amount  is  specified) 
— and  upwards,  not  on  smaller  ones."  By  such  an 
arrangement  certain  advantages  are  secured  on  either 
side.  The  seller,  when  paying  the  carriage,  supplies 
more  goods  at  a  time,  and  the  purchaser  is  protected 
against  a  possible  loss  in  their  transit. 

As  a  matter  of  actual  commercial  experience  it  is 
found  that  the  retail  customers  of  a  wholesale  firm  are 
apt  to  try  to  exact  from  that  firm  the  trouble  of  making 
a  claim  on  the  carriers  of  its  goods,  in  the  event  of  loss 
in  transit,  even  though  the  goods  in  question  have 
not  been  supplied  on  carriage-paid  terms.  Many 
merchants,  accordingly,  consent  to  tender  claims  on 
behalf  of  their  customers,  but  they  do  this  as  a  matter 
of  expediency.  For  they  know  that  in  ordinary 
circumstances  such  a  claim  is  likely  to  receive  attention, 
and  that  the  customer  may  not  sufficiently  exert  him- 
self to  make  it,  though,  when  the  account  for  the 
consignment  is  rendered,  he  will  expect  the  senders  to 
bear  the  cost  of  the  deficit  by  loss  or  damage. 

When  the  railway  companies  effected  a  union  with 
the  canal  companies  they  practically  acquired  the 
monopoly  of  the  inland  carrying  trade.  For  the 
protection  of  the  interests  of  the  public,  there  was 
enacted  in  1854  the  Railway  and  Canal  Traffic  Act, 
which  prevented  to  a  great  extent  the  evasions  of 
responsibility  in  event  of  loss  or  damage  on  the  part  of 
the  railway  companies. 

Some   of  the  powers  and  duties  of  the  Board  of 
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Trade  in  connection  with  railway  regulations  were 
transferred  in  1873,  by  Act  of  Parliament,  to  a  Commis- 
sion. The  Commissioners  were  invested  with  consider- 
able authority  to  decide  if  railway  rates  were  reasonable, 
and  they  formed  a  kind  of  Court  of  Appeal  for  public 
corporations  wishing  to  prefer  some  complaint  against 
a  railway  company.  These  powers  were  largely 
extended  by  an  Act  of  1888. 

It  is  an  error  of  commercial  inexperience  to  expect 
that  the  carriage  charges  on  goods  forwarded  by  rail 
are  always  the  same  for  the  same  distance..  A  railway 
company  in  fixing  its  rates  from  point  to  point  has  to 
take  into  consideration  the  amount  of  competition  to  be 
encountered,  and  whether  it  is  in  the  interest  of  the 
public  to  make  special  reductions.  For  instance,  the 
railway  rate  of  carriage  between  one  English  seaport 
and  another  is  frequently  lower  than  that  of  the  same 
company  between  two  inland  towns  no  further  apart. 
This  seeming  anomaly  is  due  to  the  existence  of  a 
water  communication  between  the  ports,  and  to  the 
likelihood  that  their  common  traffic  will  be  conducted 
by  means  of  water  unless  the  railway  company  make  a 
certain  pecuniary  sacrifice  in  competing  for  the  transit 
by  land.  A  lowering  of  rates  in  order  to  exclude 
competition  would  in  some  cases  be  prohibited  on  the 
ground  of  undue  preference,  and  as  being  consequently 
illegal.  But,  according  to  the  Railway  and  Canal 
Traffic  Act,  1888,  sec.  27  (2),  the  Court  or  Commis- 
sioners who  have  to  decide  whether  a  lower  charge  or 
difference  in  treatment  does  or  does  not  amount  to  an 
undue  preference  may,  as  far  as  they  think  reasonable, 
take  the  interests  of  the  public  into  consideration  in 
addition  to  any  other  circumstances  affecting  the  case. 
In  this  connection  it  may  be  noted  that  in  many 
instances  the  rates  levied  by  railway  companies  for  the 
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carriage  of  goods  are  considerably  lower  than  the 
charges  authorised  by  Act  of  Parliament. 

Goods  carried  by  railway  companies  are  divided 
into  classes,  and  the  rate  of  freight  varies  accordingly, 
those  known  to  be  of  a  dangerous  nature,  and  likely 
to  cause  damage  by  breakage  or  contact,  being  placed 
in  the  most  highly  rated  classes.  Books  containing 
particulars  of  this  classification  are  obtainable,  so  that 
a  receiver  of  goods  can  ascertain  for  himself  without 
much  difficulty  whether  he  has  been  charged  correctly 
according  to  the  scale. 

The  railway  companies  have  to  protect  themselves 
against  imposition,  and  therefore  furnish  special  forms 
of  declaration  on  which  the  particulars  of  fragile  and 
dangerous  goods  delivered  to  them  have  to  be  speci- 
fied. Legal  proceedings  can  be  enforced  if  the 
sender  is  detected  in  a  false  statement  made  with  a 
view  to  obtaining  advantages  in  the  form  of  lower 
rates. 

A  merchant  is  constantly  receiving  inquiries  of  the 
following  nature : — 

"  Dear  Sir, — Please  let  me  know  your  lowest  price  for  {here 
follow  the  quantity  and  nature  of  goods  required)^  carriage  paid. 
— Yours  truly,  ." 

If  he  is  ready  to  supply  the  goods  on  delivered  terms, 
but  is  not  already  acquainted  with  the  cost  of  the 
carriage  on  that  class  of  article  to  the  place  indicated, 
his  next  step  will  naturally  be  to  ascertain  the  cost 
from  that  riilway  company  by  which  he  thinks  the 
transit  will  bj  most  conveniently  effected. 

The  company's  reply  may  quote  a  rate  inclusive 
of  the  charges  for  collection  and  delivery,  in  which 
case  a  calculation  of  the  cost  of  forwarding  the  goods 
in  question  can  readily*  be  made.     But  sometimes  the 
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quotation  supplied  will  be  for  a  station  to  station  rate 
only.  Then  the  cost  both  of  sending  the  goods  to 
the  railway  station  at  his  end,  and  of  their  delivery 
from  the  other  end  to  the  customer's  premises,  has  to 
be  ascertained  so  as  to  allow  for  the  same  when  com- 
puting the  total  cost  of  carriage. 

Railway  companies  are  not  bound  to  undertake 
the  collection  and  delivery  of  goods  unless  they  con- 
tract to  do  so.  They  have  no  monopoly  of  this 
service  of  collection  and  delivery,  which  can  be  under- 
taken by  others.  But  in  cases  where  they  do  not 
agree  to  forward  the  goods  from  the  railway  station 
to  the  premises,  it  is  ordinarily  their  duty  to  inform 
the  party  for  whom  the  goods  have  been  consigned 
of  their  arrival  at  the  station. 

Firms  can,  if  they  choose,  deliver  goods  to  the 
stations  of  railway  companies  and  fetch  away  other 
goods  consigned  to  them  there,  and  if  they  are  prepared 
to  undertake  these  operations  they  can  generally  obtain 
a  consequent  reduction  of  the  rate  calculated  to  include 
the  collection  and  delivery  of  the  same  class  of  goods 
as  those  thus  dealt  with  by  them.  Generally  speaking, 
however,  commercial  firms  find  that  the  more  convenient 
arrangement  is  to  employ  the  railway  companies  to 
collect  and  deliver  for  them,  thus  saving  themselves 
a  large  amount  of  trouble.  A  merchant  having  a 
regular  carrying  account  with  a  railway  company  is 
visited  daily  at  fixed  hours  by  the  collectors  of  goods 
employed  by  that  company  to  find  if  there  be  any- 
thing to  be  taken  to  the  rail ;  and  so  the  regular 
despatch  of  their  goods  is  ensured,  with  the  knowledge 
that,  accidents  excepted,  they  are  likely  to  be  delivered 
at  the  premises  of  the  buyer  at  or  about  a  certain  time. 
It  is  to  the  credit  of  railway  companies  that  they  en- 
deavour,  in   accordance  with  the   law,   to   exclude   all 
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unreasonable  delays  in  the  deliveries  for  which  they 
are  responsible. 

When  a  railway  carrier  delivers  goods,  he  produces 
(i)  a  railway -sheet  which  has  to  be  signed  by  the 
recipient,  and  (2)  a  railway-note  of  the  amount  of 
carriage  charge  which  he  is  answerable  for  collecting 
on  the  spot  unless  the  receiver  has  a  regular  account 
with  the  company.  For  the  better  convenience  of  their 
regular  customers,  the  railway  companies  commonly 
arrange  to  render  them  monthly  accounts  for  the 
requisite  carriage  charges  made  on  goods  delivered  to 
them,  and  for  the  extra  charges  that  may  be  due  on 
carriage  -  paid  deliveries,  for  special  cartage  charges 
(such  as  are  frequently  incurred  in  connection  with 
the  collection  by  railway  companies  of  goods  of  a 
dangerous  nature),  and  for  the  cost  of  collection  and 
delivery  of  empty  packages  returned. 

The  railway  carriage-note  left  at  the  time  bears  the 
date  of  despatch,  the  name  of  the  place  from  which 
the  goods  have  been  sent,  particulars  of  the  nature 
of  the  package  (crate,  cask,  hamper,  etc.,  as  the  case 
may  be),  the  gross  weight  of  the  same,  the  rate  of 
charge,  and  the  total  amount  to  be  paid.  The  general 
conditions  of  the  company  relative  to  the  carrying 
of  goods  are  printed  on  the  note. 

An  invariable  memorandum  on  the  carriage-notes 
of  railway  companies  is  to  the  effect  that  no  claim  in 
respect  of  goods,  for  loss  or  damage  during  the  transit, 
for  which  the  company  may  be  liable,  will  be  allowed 
unless  the  account  is  rendered  promptly.  Generally  a 
definite  period,  "within  three  days,"  for  example,  is 
specified. 

This  is  very  reasonable  because,  by  receiving  prompt 
notice,  a  company  can  employ  an  official  at  once  to 
investigate  the  circumstances  of  the  case.     If  the  matter 
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be  held  over,  the  chances  of  finding  goods,  if  lost,  are 
lessened,  and  if  they  have  been  delivered  in  a  damaged 
condition,  it  will  be  all  the  harder  for  the  receiver  to 
prove  that  the  damage  occurred  in  the  transit,  and  not 
on  his  premises  after  delivery. 

Great  care  must  be  taken  by  the  party  signing  for 
goods  when  received,  to  note  damage,  if  any,  quickly, 
as  if  the  railway  carrier's  sheet  be  signed  without 
comment  the  goods  would  be  said  to  have  been  signed 
for  "as  being  in  good  condition."  This  would  not  be 
accepted  as  conclusive  evidence  that  they  had  suffered 
no  damage  in  transit,  but  it  would  be  a  point  in  favour 
of  the  railway  company  in  the  event  of  future  dispute. 

When  merchandise  to  be  forwarded  by  rail  is 
delivered  to  a  railway  company  or  its  agents,  it  must 
be  accompanied  by  a  consignment-note  from  the  sender, 
correctly  dated.  The  note  will  contain  particulars  of 
its  destination,  its  nature  (metal,  drysaltery,  spice,  etc.), 
so  that  the  charge  may  be  regulated  according  to  its 
classification  and  the  scale  of  distance.  If  goods  be 
delivered  without  being  sufficiently  addressed,  the  com- 
pany will  not  be  responsible  for  loss  or  inconvenience 
that  may  arise. 

For  the  convenience  of  senders  of  goods,  railway 
companies  supply  printed  forms  of  consignment-notes, 
to  be  filled  up  as  above,  but  when  the  goods  are  not 
considered  "damageable"  or  "dangerous,"  it  is  not 
usually  absolutely  necessary  that  such  a  form  should  be 
used.  A  consignment-note  written  out  by  the  sender 
and  containing  adequate  particulars,  would  not  be  likely 
to  be  repudiated,  the  less  so,  as  the  ordinary  railway 
consignment-note  contains  no  form  of  agreement  to  be 
signed  by  the  sender.  But  the  case  is  different  when 
articles  received  come  under  special  regulations  as  being 
goods   that   are  readily  damageable.     When  wares   of 
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this  class  sent  in  the  ordinary  way,  without  extra  pre- 
caution in  packing,  a  railway  company  will  accept  no 
responsibility  in  case  of  damage,  unless  it  can  be  proved 
to  have  been  wilfully  inflicted  by  the  servants  of 
the  company.  Such  goods  consequently  are  carried  at 
ownet^s  risk^  as  it  is  generally  termed,  and  a  special 
consignment-note  for  damageable  goods,  when  not 
properly  protected  by  packing,  has  to  be  used.  It 
contains  an  agreement  clause  which  must  be  signed  by 
the  sender  of  the  goods,  and  specifies  in  a  printed  list 
the  articles  which  the  railway  company  considers  of  a 
damageable  nature,  of  which  glass  and  pottery  are  the 
most  prominent.  {See  following  page  for  the  terms  of 
agreement?) 

There  are  other  declaration  forms  (commonly 
termed  consignment-notes)  to  meet  the  class  of  goods 
termed  "dangerous,"  such  as  corrosive  acids,  and 
matches.  Inflammable  liquids,  which  likewise  belong 
to  this  category,  are  classified  according  to  whether  or 
not  they  give  off  a  vapour  inflammable  at  a  less 
temperature  than  73°  Fahrenheit,  when  tested  accord- 
ing to  the  regulations  of  the  Petroleum  Act  of  1879. 
The  fact  of  their  so  doing  has  to  be  so  notified  in  a 
special  consignment-note,  when  the  carriage  tariff  is 
higher,  and  delivery  is  subject  to  similar  regulations 
as  in  the  case  of  gunpowder  and  other  explosive  sub- 
stances. 

It  has  been  enacted  that  no  person  is  entitled  to 
carry,  or  to  require  a  railway  company  to  carry,  upon 
the  railway  any  aqua  fortis,  oil  of  vitriol,  gunpowder, 
lucifer  matches,  or  any  other  goods  which,  in  the 
judgment  of  the  company,  may  be  of  a  dangerous 
nature ;  and  if  any  person  send  by  the  railway  any 
such  goods  without  distinctly  marking  their  nature  on 
the  outside  of  the  package,  or  otherwise  giving  notice. 
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in  writing  to  the  book-keeper  or  other  servant  of  the 
company  with  whom  they  are  left,  at  the  time  of  so 
sending,  he  shall  forfeit  to  the  company  ;^20  for  every 
such  offence.  It  is  lawful  for  the  railway  company  to 
refuse  to  take  any  parcel  that  they  may  suspect  to  con- 
tain goods  of  a  dangerous  nature,  or  require  it  to  be 
opened  to  ascertain  the  fact  (Railway  Clauses  Act, 
1845,  8  Vict.  cap.  20,  sec.   105). 

This  regulation  is  in  the  interests  of  the  public 
safety,  as  the  officials  of  a  railway  company,  when 
informed  that  an  article  is  of  a  dangerous  nature,  can 
arrange  to  dispose  of  it  with  special  precautions.  But 
it  would  not  be  to  the  interest  of  the  public  were 
railway  companies  to  refuse  altogether  to  convey  goods 
of  a  dangerous  nature.  Manufacturing  and  mercantile 
operations  would  be  much  impeded  by  such  a  regula- 
tion. At  the  same  time  it  stands  to  reason  that  extra 
compensation  for  the  necessity  of  special  precautions  in 
carrying  such  goods,  in  the  form  of  higher  rates  than 
those  imposed  on  ordinary  goods,  is  perfectly  justifiable. 

Railway  companies  are  constantly  having  their 
regulations  infringed  as  regards  the  carriage  of  danger- 
ous goods,  sometimes  through  ignorance,  sometimes 
deliberately  on  the  part  of  traders.  There  is  unfortun- 
ately a  prevalent  but  wholly  erroneous  idea,  that  the 
notified  railway  regulations  need  not  be  complied  with 
to  the  letter,  if  only  small  quantities  of  goods  of  a 
dangerous  nature  be  tendered,  whereas  in  reality  the 
restrictions  ordinarily  apply  alike  to  small  or  large 
quantities. 

Railway  companies  are  bound  by  law  to  keep  Rate 
Books  at  each  station  open  to  the  inspection  of  the 
public,  showing  every  existing  rate  charged  for  the 
carriage  of  traffic  (other  than  passengers  and  their 
luggage)  from  that  station  to  any  place  to  which  they 
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book.  Notices  of  forthcoming  changes  in  the  rates 
have  to  be  made  public  not  less  than  fourteen  days 
beforehand. 

It  is  open  to  any  one  considering  himself  unfairly 
treated  as  regards  charges  on  goods  by  any  railway 
company  to  complain  to  the  Board  of  Trade,  and  it  is 
enacted  (51  and  52  Vict.  cap.  25,  sec.  10) — 

"  Where  any  question  or  dispute  arises,  involving  the  legality 
of  any  toll,  rate  or  charge  or  portion  of  a  toll,  rate  or  charge, 
charged  or  sought  to  be  charged  for  merchandise  traffic  by  a 
railway  company,  the  Railway  and  Canal  Commissioners  have 
jurisdiction  to  hear  and  determine  the  same,  and  to  enforce 
payment  of  such  toll,  rate  and  charge,  or  so  much  thereof  as  the 
Commissioners  decide  to  be  legal." 

The  effect  of  this  is  to  emphasise  the  fact  that  the 
actions  of  railway  companies  are  restricted  and  con- 
trolled in  the  public  interest  to  a  large  extent,  and 
that  legal  assistance  is  afforded  to  the  trader  to  en- 
sure fair  treatment  in  the  transit  of  his  goods  by  rail 
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TRANSIT   OF   GOODS   BY  WATER 

When  goods  are  carried  by  barges  and  lighters,  hoy- 
men,   and   canal   and    other    boatmen,   the   process    is 
usually  a  very  simple  matter,  special  forms  of  consign- 
ment-notes being  seldom  required  to  accompany  them, 
as  long  as  the  carriers  know  the  names  and  addresses  of 
the  senders  and  of  the  persons  to  whom  they  are  con- 
signed.     The   carriers    should   likewise  be  acquainted 
with  the  nature  of  the  goods.     Dangerous  goods  must 
not  be  tendered  to  them  any  more  than  to  a  railway 
company   without   specification   as    such.     Neither   are 
special  consignment  forms  invariably  necessary  for  the 
shipment  of  goods  on  vessels  which  ply  exclusively  at 
regular  intervals  between  one  port  and  another  of  the 
United    Kingdom,  though   large    shipping    firms    and 
companies    generally    require    that    the    particulars    of 
goods   to   be   shipped   be    entered    on    shipping-notes, 
printed   specially    for   them,   as   these   set    forth    their 
conditions    of    carriage.      It    has    been   enacted    with 
respect  to  traffic,  that  the  owners  of  a  ship  shall  not 
limit  their  liability  where  any  damage  or  loss  is  caused 
to  any  goods,  merchandise,  or  other  things  whatsoever 
on  board  ship  ;  but  a  shipping  company  may,  neverthe- 
less, find  it  very  necessary  to  include  on  their  shipping- 
notes  conditions  of  carriage  such  as  the  following,  which 
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have  been  extracted  from  the  shipping-note  of  a  steam- 
ship company  carrying  on  an  extensive  business  at  the 
present  moment : — 

"  The  owners,  charterers  or  agents,  shall  not  be  deemed  or  held 
to  be  common  carriers.  They  do  not  engage  to  ship  the  goods  in 
the  first,  or  in  any  particular  steamer,  or  on  the  days  of  delivery 
to  them  or  on  any  particular  day,  or  in  any  order  ;  but  at  such 
time  as  they  see  fit  without  reference  to  the  period  at  which  they 
are  booked,  and  to  carry  part  although  they  cannot  carry  all ; 
may  send  them  in  any  steamer,  or  any  day  and  at  any  time,  or 
may  tranship  them  from  one  steamer  to  another." 

Conditions  like  the  above  are  made  in  self-protection. 
Thus  the  wording  "such  time  as  they  see  fit,"  is  not 
meant  to  be  understood  as  "  whenever  they  like,"  as  if 
it  were  a  favour  to  ship  goods,  but  rather  "  as  soon  as 
they  find  it  expedient."  When  various  consignments 
of  goods  are  brought  to  a  ship's  side  it  cannot  always 
be  immediately  ascertained  whether  there  will  be  room 
to  stow  all  of  them  on  board  that  particular  vessel,  so 
the  shipowners  and  their  agents  wish  it  to  be  clearly 
understood  that  there  is  no  guarantee  to  do  so.  And 
under  ordinary  conditions  it  is  to  the  interest  of  shipping 
concerns  to  despatch  goods  as  quickly  as  can  be  done 
with  safety.  Otherwise  that  share  of  traffic  which  they 
wish  to  secure  is  likely  to  be  diverted  elsewhere. 

A  further  condition  of  carriage  taken  from  the  same 
shipping-note  reads : — 

"The  steamers  shall  not  be  obliged  to  sail  according  to 
advertisement  or  notice,  but  notwithstanding  such  advertisement 
or  notice  may  sail  on  any  day  at  any  other  hour." 

One  advantage  to  the  shipowners  of  such  a  condition, 
is  that  a  steamer,  which  was  notified  to  leave  on  a 
certain  day  might  be  only  half  full  of  goods   at  the 
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appointed  starting  time,  and  if  positive  information 
were  received  that  a  full  cargo  could  be  forthcoming 
in  event  of  a  short  delay,  the  arrival  of  the  goods  to 
make  it  up  could  then  be  waited  for.  As  a  matter  of 
fact  this  is  not  of  infrequent  occurrence. 

A  shipping-note  usually  includes  a  notice  that 
"  Goods  carried  on  deck  are  at  shipper's  sole  risk." 
One  is  inclined  to  ask,  "  Why  then  have  them  carried 
on  deck  ?  "  And  the  simple  answer  is  that  there  is  no 
choice  about  the  matter.  Goods  are  ordinarily  carried 
on  deck  because  they  are  considered  unsafe,  or  at 
any  rate  unsuitable  for  storage  in  the  hold  of  the 
ship.  Sometimes  it  is  because  they  are  contained  in 
easily  breakable  vessels  and  are  of  a  nature  calculated 
to  cause  damage  if  suffered  to  come  into  contact  with 
other  portions  of  the  cargo. 

Very  strict  precautions  have  to  be  taken  in  shipping 
goods  of  a  dangerous  nature,  and  shipmasters  have  a 
good  deal  of  license  in  dealing  with  that  class.  Their 
proceedings,  that  is  to  say,  are  not  likely  to  be  called  in 
question  if  they  have  exercised  them  for  the  common 
safety  of  the  ship  and  its  general  contents. 

If  such   goods   have   been   put   on    board    without 
proper  specification  and   intimation,  and  are  likely  irL 
consequence  to  cause  damage  by  their  stowage,  theyl 
are  liable  to  be  thrown  overboard,  and  no  claim  can! 
be  entered  against  the  shipowner  for  their  loss,  as  he 
is  protected  by  Act  of  Parliament.     This  is  no  more 
than  reasonable,  as  such  neglect  to  comply  with  shipping 
regulations  may  readily  result' in  loss  of  life  and  con- 
siderable damage  to  property.     Even  should  no  harm! 
have  occurred  through  a  shipment  of  falsely  declared 
goods  of  a  dangerous  nature,  any  court  that  exercises 
Admiralty  Jurisdiction   can   declare   such  goods  to  be 
forfeited. 


126  LEGAL  PRECAUTIONS  [chap,  xl] 

Two  important  provisions  of  the  Act  are  the  follow- 
ing (39  and  37  Vict,  cap.  85)  :— 

Sec.  23. — "  If  any  person  send  or  attempts  to  send  by,  or  not 
being  the  master  or  owner  of  the  vessel  carries  or  attempts  to  carry 
in  any  vessel,  British  or  foreign,  any  dangerous  goods  ;  (that  is  to  say) 
aqua  fortis,  vitriol,  naphtha,  benzoline,  gunpowder,  lucifer  matches, 
nitro  glycerine,  petroleum  or  any  other  goods  of  a  dangerous  nature, 
without  distinctly  marking  their  nature  on  the  outside  of  the  package 
containing  the  same,  and  giving  notice  of  the  nature  of  such  goods, 
and  of  the  name  and  address  of  the  sender  or  carrier  thereof,  to 
the  master  or  owner  of  the  vessel,  at  or  before  the  time  of  sending 
the  same  to  be  shipped  or  taking  the  same  on  board  the  vessel,  he 
shall,  for  every  such  offence,  incur  a  penalty  not  exceeding  one 
hundred  pounds  :  provided  that  if  such  person  show  that  he  was 
merely  an  agent  in  the  shipment  of  any  such  goods  as  aforesaid, 
and  was  not  aware  and  did  not  suspect  and  had  no  reason  to 
suspect  that  the  goods  shipped  by  him  were  of  a  dangerous  nature, 
the  penalty  which  he  incurs  shall  not  exceed  ten  pounds. 

Sec.  24. — "  If  any  person  knowingly  sends,  or  attempts  to  send 
by,  or  carries  or  attempts  to  carry  in  any  vessel,  British  or  foreign, 
any  dangerous  goods,  or  goods  of  a  dangerous  nature  under  a  false 
description,  or  falsely  describes  to  the  sender  or  carrier  thereof,  he 
shall  incur  a  penalty  not  exceeding  five  hundred  pounds." 

Subjoined,  too,  is  an  example  of  the  particulars  on 
the  face  of  a  shipping-note  in  actual  use  with  a  few 
explanatory  remarks.  Attention  has  already  been 
drawn  to  certain  conditions  on  the  back. 
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Goods  merely  carried  ffom  one  port  to  another  of 
the  United  Kingdom  are  neither  exports  nor  imports. 
They  neither  leave  the  country  to  go  elsewhere  nor 
come  into  it  from  another  country,  so  no  record  is  wanted 
of  them  by  the  Government  to  be  included  under  either 
of  the  above  headings. 

But  when  goods  are  exported  or  imported  care  is 
taken  that  such  forms  reach  the  custom-house  officials 
as  will  indicate  their  nature  and  value.  This  is  done 
both  on  account  of  revenue,  so  that  the  proper  custom- 
house charges  may  be  made,  and  for  the  necessary 
record  of  the  imports  and  exports  of  the  United 
Kingdom,  without  which  it  would  be  impossible  for  the 
Chancellor  of  the  Exchequer  to  introduce  the  annual 
Budget  in  the  form  in  which  it  is  regularly  presented. 
Without  knowledge  of  the  aggregate  annual  amount  of 
imports  and  exports,  and  of  their  nature,  it  would  be 
impracticable  to  arrange  for  such  imposts  as  are  neces- 
sary for  the  maintenance  of  the  revenue  or  to  institute 
measures  calculated  to  foster  the  trade  of  the  United 
Kingdom.* 

Here  it  may  be  as  well  to  explain  two  shipping 
terms  in  accordance  with  the  definition  of  the  Merchant 
Shipping  Act  of  1 894  : — 

"  The  expression  '  Foreign-going  ship '  includes  every  ship 
employed  in  trading  or  going  between  some  place  or  places  in  the 
United  Kingdom  and  some  place  or  places  situate  beyond  the 
following  limits  ;  that  is  to  say,  the  coasts  of  the  United  Kingdom, 
the  Channel  Islands,  and  Isle  of  Man,  and  the  continent  of  Europe 
between  the  River  Elbe  and  Brest  inclusive." 

"The  expression  'Home-trade  ship'  includes  every  ship  em- 

*  Compare  the  speech  of  Sir  Michael  Hicks-Beach  in  introduc- 
ing the  Budget  for  190 1-2,  including  an  export  duty  of  is.  a  ton  on 
exported  coal,  and  the  principle  which  he  laid  down,  "  We  must 
not,  in  aiming  at  revenue,  sacrifice  trade." — House  of  Commons^ 
\%th  April  1 90 1. 
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ployed  in  trading  or  going  within  the  following  limits  ;  that  is  to 
say,  the  United  Kingdom,  the  Channel  Islands,  and  Isle  of  Man, 
and  the  continent  of  Europe  between  the  River  Elbe  and  Brest 
inclusive." 


It  must  be  noted  that  a  ship  may  consequently 
carry  goods  from  the  United  Kingdom  to  a  good  many 
foreign  ports  and  yet  not  be  a  foreign-going  ship  in  the 
eye  of  the  law. 

When  goods  are  imported  from  foreign  parts  into 
the  United  Kingdom,  the  receivers  have  to  "  pass  entry 
for  them,"  that  is,  to  enter  their  particulars  at  the 
custom-house  and  pay  the  charges. 

This  ought  to  be  done  before  the  ship  is  ready  to 
be  unloaded,  as  the  regulations  are  that  goods  may  not 
be  landed  until  their  entry  has  been  passed,  and  it  is  on 
this  account  that  there  are  certain  legal  provisions  so  as 
to  enable  the  shipowner  to  pass  the  entry  himself 
within  a  certain  time,  should  the  owner  of  the  goods 
have  failed  to  do  it,  otherwise  his  vessel  could  not  be 
"cleared,"  that  is,  the  custom-house  officials  charged 
with  the  duty  of  inspecting  his  vessel  and  examining  all 
the  cargo  could  not  give  a  certificate  that  all  the  regula- 
tions had  been  complied  with.  Until  the  entries  were 
passed  of  all  the  goods,  there  would  remain  some  custom- 
house dues  unpaid,  and  some  goods  not  subjected  to 
the  regulations.  And  until  a  ship  has  been  cleared 
after  arrival,  it  cannot  begin  to  take  in  a  fresh  cargo. 

The  passing  of  custom-house  entries,  like  many 
other  commercial  operations,  is  attended  with  little 
difficulty  after  the  first  time.  Many  firms,  however,  find 
that  it  saves  time  to  employ  some  shipping  agent  to 
do  it  regularly  for  them  when  required.  The  requisite 
forms  are  obtainable  either  through  agents  for  the  sale 
of  customs  forms  or  direct  from  the  custom-house. 

I 
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When  making  entry  for  brdinary  free  goods  (those 
not  subject  to  duty),  the  port  of  arrival  and  particulars 
of  the  ship's  position  therein,  and  the  place  whence  the 
goods  were  shipped  have  to  be  specified.  Also  the 
name  of  the  importer,  and  that  of  the  ship  and  of  its 
master,  with  particulars  of  the  marks,  numbers  of 
packages  and  description  of  the  goods  and  their  quality 
and  value.  The  party  making  the  entry  has  to  date 
the  declaration  and  sign  it,  thereby  attesting  it  to  be 
a  true  one.  This  is  a  very  necessary  formality,  as  there 
is  a  penalty  for  wilfully  making  a  false  declaration. 

In  London  and  in  some  other  ports,  the  dock 
companies  customarily  pass  the  necessary  entries  for 
importers  after  receiving  the  particulars  of  their  goods, 
and  see  to  the  examinations  and  the  delivery.  These 
are  convenient  accommodations,  and  calculated  to 
attract  custom.  But  there  are  other  large  ports  in  the 
United  Kingdom  where  no  such  facilities  are  afforded, 
and  where,  after  the  goods  have  been  passed,  they  are 
left  entirely  at  the  owner's  risk. 

Although  there  is  a  uniform  import  tariff  at  the 
different  ports  of  Great  Britain  and  Ireland,  the  working 
arrangements  in  connection  with  the  examination  of 
goods  are  not  precisely  similar.  The  difference  in  the 
available  accommodation  has  to  be  taken  into  con- 
sideration, and  therefore  the  working  regulations  must 
differ  to  some  extent.  Separate  forms  are  used  for 
making  entry  of  (i)  Free  Goods,  (2)  Dutiable  Goods. 
In  the  case  of  the  latter,  the  duties  which  are  payable 
have  to  be  received  by  the  collector  or  other  proper 
officer  of  customs  before  the  entry  can  be  signed. 
After  this  is  effected,  the  examining  officer,  after  inspec- 
tion, gives  what  is  termed  an  "  out-of-charge  note  "  per- 
mitting delivery* 

*  For  Warehousing  Entries,  see  p.  180. 
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Sometimes  the  consignee  gets  a  notice  that  some 
one  must  be  sent  with  tools  to  assist  the  custom-house 
officers  in  making  their  examination  of  goods.  The 
officials  have  to  satisfy  themselves,  when  goods  are 
declared  as  duty  free,  that  the  description  is  correct,  and 
sometimes  they  have  to  deal  with  goods  of  which  only 
a  portion  is  liable  to  duty.  Many  imported  articles  for 
instance  contain  a  percentage  of  alcohol  liable  to  duty 
without  being  wholly  alcoholic,  and  they  then  have  to 
take  means  so  as  to  adjudge  this  correctly. 

When  a  vessel  arrives  with  imports,  notice  is  usually 
given  by  its  owners  or  their  agents  to  those  to  whom 
the  goods  are  consigned  that  the  same  are  on  board, 
and  they  are  requested  to  show  their  Bills  of  Lading, 
arrange  for  the  passing  of  the  entries,  and  pay  the 
freight  charges.  This  done,  delivery  orders  are  supplied 
to  them  to  be  presented  at  the  ship,  in  return  for  which 
the  goods  are  handed  over  to  them.  Most  shipping 
firms  demand  that  the  Bill  of  Lading  forwarded  to  the 
consignee  shall  be  absolutely  given  up  to  them,  and  not 
merely  inspected  by  them,  but  in  return  the  consignee 
can  ask  for  the  shipmaster's  Bill  of  Lading,  which  is  an 
unstamped  document.  The  Bills  of  Lading  made  out 
for  the  shipper  and  consignee  respectively  bear  each 
a  sixpenny  stamp,  in  accordance  with  the  regulations  of 
the  Inland  Revenue. 

The  Bill  of  Lading,  which  we  now  proceed  to 
examine,  is  a  document  of  extreme  importance.  It 
is  an  acknowledgment  by  the  master  of  the  ship 
(the  term  ship  legally  includes  every  description  of 
vessel  used  in  navigation  not  propelled  by  oars)  of  the 
shipment  of  goods  specified  therein,  and  is  written 
evidence  of  the  compact  for  their  carriage  and  delivery. 
As  will  be  seen  by  the  facsimile  reproduced  here,  it 
affords  a  statement  as  to  the  condition  and  numbers  of 
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the  packages,  and  the  nature  of  the  goods.  It  further 
particularises  the  names  of  the  exporters  and  of  the 
consignees,  and  of  the  steamship  and  the  port  of 
destination.  In  the  margin  at  the  left  hand  side 
of  the  bill  the  distinguishing  mark  of  the  packages 
is  indicated.  Sometimes  this  is  the  full  name  of  the 
consignees,  but  frequently  some  symbol  is  employed. 
That  of  a  diamond  form,  with  some  particular  lettering 


in  and  out,  thus   \  I'  / ,  is  frequently  used,  as  many 

B 

firms  wish  to  avoid  publicity  as  much  as  possible  touch- 
ing consignments  of  goods  to  them.  They  hope  that, 
by  suppressing  their  names,  their  rivals  may  have 
more  difficulty  in  becoming  acquainted  with  their  pur- 
chasing markets. 


[Bill  of  Lading. 


ELDER-DEMPSTER     LINE. 

ELDER,  DEMPSTER  &  CO. 
LIVERPOOL. 

HAMBURG, 


LONDON, 
BRISTOL, 
MANCHESTER, 
CARDIFF, 


MONTREAL, 
PORTLAND,   Me. 


BOSTON  TO  AVONMOUTH. 

Agents : — John  G.  Hall  &  Co.,  64  Chatham  Street,  Boston. 


(Name  of  importers.) 


Freight  on  1 1  packages^ 

at,  in  full,        .  £1     50 

S%  primage,    . 

Charges,      .     .       -  

Total,  .     .  £1     50 
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The  "  act  of  God,"  which  is  the  first  of  the  exceptions 
for  which  the  shipowner  is  not  liable,  refers  to  the  un- 
foreseen forces  of  nature,  such  as  lightning  or  a  tempest. 
Of  the  rest  of  the  exceptions  specified  some  explain 
themselves,  but  others  need  comment.  "  Barratry" 
of  Masters  and  Mariners,  for  instance,  signifies  any 
conduct  on  the  part  of  the  master  or  crew  of  a  fraudulent 
or  criminal  character  affecting  the  owner  of  the  goods 
or  ship.  A  shipmaster  who  without  instructions  ven- 
tured into  an  enemy's  port  to  trade,  thereby  exposing 
his  owner's  ship  to  seizure,  would  have  done  a  barratrous 
act.  A  crew  that  mutinied  and  forced  the  master  of  the 
ship  to  sail  on  any  other  than  his  direct  course  would 
have  committed  an  act  of  barratry,  though  the  master 
himself  would  be  acquitted  if  he  were  proved  to  have 
acted  under  compulsion. 

"  Sweating,"  means  dampness,  which  is  always  present 
to  some  extent  in  the  hold  of  a  vessel,  and  which  is 
developed  by  the  passage  from  one  climate  to  another. 

"  Jettison,"  is  the  throwing  overboard  of  goods  in  the 
general  interest  of  the  shippers.  This  happens  not 
infrequently.  A  ship  encounters  rough  weather  and  is 
in  danger  of  perishing,  and  a  portion  of  the  cargo  is 
sacrificed  to  lighten  it.  As  this  is  done  in  the  interest 
of  all,  those  whose  goods  are  saved  thereby  have  to 
contribute  to  the  loss  of  the  others,  which  is  termed  ''a 
general  average  loss,"  as  it  arises  in  consequence  of 
exceptional  measures  taken  for  the  safety  of  the  ship 
and  its  cargo.* 

The  York-Antwerp  rules  of  1890  for  the  payment 
of  general  average,  in  the  sense  mentioned  above, 
appear  as  the  basis  on  which  it  shall  be  adjusted  on  a 
large  number  of  bills  of  lading.     They  are  a  set  of  rules 

*  For  further  particulars  of  general  and  particular  averages, 
see  p.  167. 
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adopted  at  a  conference  at  Antwerp  in  1877,  remodelled 
to  a  certain  extent  in  1890,  by  the  Society  for  the 
Reform  and  Codification  of  the  Law  of  Nations. 

Care  should  be  taken  in  the  interpretation  of 
''collision."  It  must  not  be  thought  that,  when  one 
ship  suffers  in  structure  and  cargo  by  being  run  into  by 
another,  no  redress  is  to  be  looked  for.  On  the  contrary 
there  are  grounds  for  recovery  unless  it  can  be  proved 
that  such  a  collision  was  the  result  of  an  inevitable 
accident,  which  no  ordinary  care  and  maritime  skill 
could  avoid.* 

With  reference  to  the  stipulation  inserted  about 
payment  of  freight,  "  primage  and  average  accustomed  " 
are  certain  charges  made  according  to  usage.  The 
former  used  to  mean  a  gratuity  to  the  shipmaster,  but  it 
now  goes  to  his  employer,  being  a  portion  of  the  ship- 
owner's freight.  Average  includes  a  number  of  petty 
charges  borne  partly  by  the  ship  and  partly  by  the  cargo. 

The  "delivery  to  assigns"  means  that  the  goods  can 
be  delivered,  if  required,  to  any  one  to  whom  their 
delivery  is  ordered  by  the  party  named  in  the  Bill  of 
Lading  as  entitled  to  receive  them.  If  a  merchant  sells 
goods  shipped  to  him  and  transfers  the  Bill  of  Lading 
by  endorsement  to  the  purchaser,  that  purchaser  is  his 
assignee. 

It  is  set  forth  that  "  quarantine  "  expenses  upon  the 
goods,  of  whatever  nature  or  kind,  shall  be  borne  by  the 
owners  of  the  goods.  Quarantine  is  the  term  of  deten- 
tion without  intercourse  or  communication  which  a  ship 
is  obliged  to  undergo  when  suspected  of  infection. 

*  The  present  writer  was  personally  interested  in  the  loss  of 
cargo  owing  to  a  collision  which,  through  sailing  mismanagement, 
took  place  in  open  day  in  perfectly  smooth  water.  Compensation 
was  readily  recoverable  from  the  vessel  adjudged  to  have  been  in 
fault  on  that  occasion. 
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It  is  very  important  that  a  Bill  of  Lading  be  correctly 
dated,  as  the  document  is  so  framed  that  the  master  of 
the  ship,  by  affixing  his  signature  to  it,  attests  that  prior 
to  the  inserted  date  the  goods  have  actually  been  put 
on  board. 

One  contingency  which  would  otherwise  be  very 
awkward  has  been  provided  for.  A  shipmaster  may 
come  to  a  foreign  port  and  find  no  one  there  with  the 
Bill  of  Lading.  He  may  then,  after  waiting  a  reasonable 
time,  deliver  the  goods  into  some  one's  safe  keeping 
there  until  the  production  of  the  Bill  of  Lading. 

A  Bin  of  Lading  is  of  marketable  value,  for  the 
party  in  whose  name  the  goods  specified  on  it  appear 
can  transfer  the  right  to  claim  them  to  another  by 
endorsement — by  writing  his  name,  that  is  to  say,  across 
the  back  of  the  bill.  Thus,  it  might  suit  a  merchant's 
convenience  to  sell  goods  that  had  been  shipped  to  him 
without  landing  them  at  all  on  his  own  behalf.  He 
would  then  endorse  his  Bill  of  Lading  and  hand  it  over 
to  the  buyer,  to  whom  the  master  of  the  ship  would  be 
justified  in  delivering  the  goods  without  further  investi- 
gation unless  he  had  reason  to  apprehend  that  the  bill  had 
been  improperly  procured.  As  Bills  of  Lading,  being 
negotiable  securities,  actually  pass  from  hand  to  hand, 
their  transfer  is  regulated  by  special  Acts  of  Parliament. 

An  Act  to  amend  the  Law  relating  to  Bills  of 
Lading  (14th  August  1855)  resulted  in  passing  on  all 
rights  in  respect  of  the  contract  contained  in  the  Bill  of 
Lading,  together  with  the  property,  to  the  party  acquiring 
the  latter  by  means  of  the  endorsement,  so  that  he 
could  institute  legal  proceedings  if  the  goods  were  not 
forthcoming. 

Before  the  Act,  the  merchant's  endorsement  merely 
transferred  the  right  to  the  goods  specified  in  the  Bill 
of  Lading.      It  did  not  include  the  rights  in  respect  to 
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the  contract  contained  in  it.  This  placed  the  party 
who  acquired  it  in  a  difficulty  if  the  goods  were  not 
properly  delivered,  for  the  master  of  the  ship  could 
say,  "  I  never  contracted  to  carry  goods  to  be  delivered 
to  you  in  sound  condition  ;  my  agreement  in  respect 
of  which  I  signed  the  bills  was  to  carry  them  to  others, 
and  it  is  for  them  to  take  proceedings  if  they  think 
proper,  not  for  you."  But  now  all  rights  of  suit  go 
with  the  property,  and  the  last  clause  of  the  Act  referred 
to  (i8  and  19  Vict.  cap.  iii.),  reads  : — 

"III.  Every  Bill  of  Lading  in  the  hands  of  a  Consignee  or 
Endorsee  for  valuable  consideration  representing  goods  to  have 
been  shipped  on  board  a  vessel  shall  be  conclusive  evidence  of 
such  •  shipment  as  against  the  Master  or  other  person  signing  the 
same,  notwithstanding  that  such  goods  or  some  part  thereof  may 
not  have  been  so  shipped,  unless  such  holder  of  the  Bill  of  Lading 
shall  have  had  actual  notice  at  the  time  of  receiving  the  same 
that  the  goods  had  not  been  in  fact  laden  on  board :  Provided, 
that  the  Master  or  other  person  so  signing  may  exonerate  himself 
in  respect  of  such  misrepresentation  by  showing  that  it  was  caused 
without  any  default  on  his  part,  and  wholly  by  the  fraud  of  the 
shipper,  or  of  the  holder,  or  some  person  under  whom  the  holder 
claims," 

There  are  recognised  forms  of  Bills  of  Lading 
specially  adapted  for  particular  trades.  Those  for  the 
Black  Sea  trade,  the  American  trade,  and  the  Continental 
trade  may  be  instanced  for  example.  These  differ  in 
construction  so  as  to  meet  the  various  contingencies 
likely  to  occur.  As  can  be  readily  comprehended,  a 
cargo  of  grain  may  incur  damage  from  causes  which 
would  not  affect  one  of  timber.  Therefore  the  nature 
of  the  carrying  agreement  for  the  one  requires  to  be 
worded  to  some  extent  differently  from  the  other. 

But  in  connection  with  trade  universally  there  are 
two  distinct  classes  of  Bills  of  Lading  arising  out  of 
what  is  known  as  a  charter-party. 
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Sometimes  a  ship  is  freighted  by  one  trading  firm 
only.  The  firm  enters  into  an  agreement  with  the 
owner  of  the  vessel,  and  their  agreement  is  termed  a 
charter-party.  The  person  hiring  the  ship  is  called 
the  freighter  or  charterer.  The  agreement  usually 
contains  stipulations  that  the  ship  shall  be  guaranteed 
to  be  in  fit  condition  to  carry  the  goods,  and  seaworthy 
and  in  readiness  to  take  in  the  cargo  agreed  upon  at 
the  appointed  time  and  place.  The  rate  of  charge  for 
the  freight  is  mentioned,  and  the  freighter  is  bound  to 
lade  and  unlade  within  times  which  are  also  specified. 
Each  contracting  party  binds  himself  to  pay  a  penalty 
in  the  event  of  breaking  the  contract.  Unless  specially 
prevented  by  its  terms,  the  freighter  may  sublet  to 
other  shippers,  but  he  is  still  in  that  case  responsible 
for  the  amount  which  he  has  covenanted  to  pay  for 
the  hire  of  the  ship,  and  has  to  abide  by  the  stipulated 
conditions  as  to  loading  and  delivery. 

Accordingly,  we  distinguish  the  two  kinds  of  Bills 
of  Lading  as  : — 

(i)  Those  used  where  a  charter-party  exists. 

(2)  Those  where  there  is  no  charter-party,  and  all 
conditions  of  carriage  are  vested  in  the  Bill  of  Lading. 

In  the  former  case  it  is  necessary  that  the  Bill  of 
Lading  shall  contain  the  clause,  "  all  other  conditions 
as  per  charter-party."  Otherwise  the  shipowner  is  not 
to  the  same  degree  exempted  from  responsibility  as 
to  the  goods  carried,  on  grounds  set  forth  in  the 
charter-party,  but  not  in  the  Bill  of  Lading. 

Specification  forms  for  exported  goods  have  to  be 
delivered  to  the  proper  officers  at  the  custom-house 
within  six  days  from  the  time  of  the  final  clearance  of 
the  ship.  When  a  ship  after  arrival  has  landed  all  the 
imported  cargo,  and  is  certified  to  have  conformed  to 
the  custom-house  regulations,  it  is  said  to  have  "  cleared 
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inwards."  When  the  cargo  is  taken  on  board  for  export, 
and  the  custom-house  conditions  complied  with,  the 
receipt  of  the  certification  is  referred  to  as  being  for 
"  clearing  outwards."  The  first  form  of  specification  is 
for  exported  British  and  Irish  goods ;  the  second  for 
foreign  goods  free  of  duty  or  for  goods  on  which  all 
duties  have  been  paid,  so  that  the  Government  authori- 
ties may  ascertain  the  quantity  exported  of  home 
manufacture  and  produce.  It  is  most  important  to 
know  the  extent  to  which  the  United  Kingdom  pro- 
duces for  export  markets,  and  the  amount  of  the 
exports  of  its  manufacture,  and  further  to  be  able  to 
ascertain  what  quantity  of  goods  imported  is  re- 
shipped  for  exportation,  and  where  all  the  exports  go 
to.  The  returns  thus  made  and  collected  facilitate  a 
comparison  of  the  trade  of  one  year  with  another, 
and  the  directions  in  which  increase  or  decrease  occurs 
are  readily  ascertained. 

A  complaint  which  has  not  infrequently  been  made 
by  exporters  is  that  the  result  of  their  specifications  is 
often  made  public  through  being  detailed  in  sailing  lists, 
which  not  only  give  particulars  of  the  sailings  of  vessels 
but  also  of  the  nature  of  their  cargoes,  whereby  com- 
petitors become  acquainted  with  their  shipments,  and 
seek  to  encroach  on  their  trade  accordingly.  The 
grievance  exists,  but  it  is  difficult  to  devise  a  remedy. 

The  forms  referred  to  contain  spaces  for  the  filling 
in  of  the  places  of  shipping  and  destination  of  the  goods, 
their  distinguishing  marks,  the  number  of  packages,  the 
quantity  and  description  of  the  goods  shipped  and  their 
value,  the  name  of  the  ship  and  the  master  of  it,  and  the 
date  of  the  final  clearance  of  the  ship.  The  exporter 
or  his  agent  has  to  sign  his  name  in  confirmation  of  the 
correctness  of  the  particulars  thus  filled  in,  and,  just  as 
when    passing    entries    for    imported    goods,    a    false 
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declaration  wilfully  made  renders  him  liable  to  a 
penalty. 

The  ordinary  mode  of  procedure  connected  with 
export  is  that  the  goods  are  in  the  first  place  signed 
for  as  received  on  board.  Next,  the  master  of  the  ship 
or  his  deputed  officer  proceeds  to  sign  Bills  of  Lading 
for  them,  usually  three  in  number.  The  exporter  then 
keeps  one,  the  master  of  the  ship  another,  and  the  third 
is  transmitted  to  the  purchaser  of  the  goods,  either 
direct  from  the  exporter  or  through  his  agent. 

The  shipmaster's  acknowledgment  of  receipt  of  the 
goods  is  usually  demanded  back  by  him  before  he  will 
part  with  the  Bill  of  Lading,  because  otherwise  he  might 
be  held  liable  to  two  parties  for  the  value  of  the  goods, 
namely,  by  the  first  receiver  of  the  acknowledgment  of 
their  receipt,  and  by  any  one  to  whom  the  Bill  of  Lading 
might  have  been  transferred  by  endorsement. 

The  following  tables,  extracted,  by  kind  permission, 
from  the  Economist  of  9th  February  1901,  show  the 
value  of  British  trade  with  our  principal  Colonies,  and 
with  foreign  countries  during  the  year  1900  and  the 
two  preceding  years  : — 

British  Trade  with  Colonies,  Possessions,  &c. 


Imports  From. 

Exports  To. 

Twelve  Months  Ended  Dec.  31. 

Twelve  Months  Ended  Dec.  31. 

1900. 

1899. 

1898. 

1900. 

1899. 

1898. 

East  Indies.,.. 

Australasia 

Canada  

South  Africa.... 
West  Indies.... 
Hong  Kong .... 
West  Africa.... 
East  Africa.... 
Other  possess . . 

Total 

£ 

40,337,000 

35,550,000 

21,858,000 

3,945,000 

1,671,000 

1,103,000 

2,138,000 

547,000 

2,950,000 

£ 

38,686,000 

33,328,000 

20,206,000 

6,077,000 

1,517,000 

883,000 

2,430,000 

517,000 

3,185,000 

£ 

36,260,000 

28,850,000 

20,404,000 

6,206,000 

1,283,000 

727,000 

2,353,000 

470,000 

3,070,000 

£ 

35,151,000 

27,075,000 

7,602,000 

12,706,000 

1,772,000 

2,761,000 

2,178,000 

817,000 

4,260,000 

£ 

35,314,000 

22,526,000 

6,969,000 

11,370,000 

1,923,000 

2,689,000 

2,287,000 

796,000 

3,723,000 

£ 

33,680,000 

21,123,000 

5,838,000 

12,200,000 

1,840,000 

2,225,000 

2,024,000 

756,000 

3,741,000 

110,099,000 

106,829,000 

99,623,000 

94,322,000 

87,597,000 

83,427,000 
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British  Trade  with  Foreign  Countries. 


Countries. 

Imports  From. 

Exports  To. 

Twelve  Months  Ended  Dec.  81. 

Twelve  Months  Ended  Dec.  31. 

1900. 

1899.        !        1898. 

1900. 

1899. 

1898. 

Russia 

Sweden 

Norway 

Denmark 

Germany 

Holland 

Belgium 

F^nce 

Portugal 

Spain 

£ 

21,981,000 

10,642,000 

5,730,000 

13,199,000 

31,161,000 

31,391,000 

28,528,000 

58,727,000 

8,286,000 

15,906,000 

8,421,000 

1,373,000 

2,263,000 

5,770,000 

12,578,000 

1,965,000 

2,422,000 

138,761,000 

430.000 

675,000 

4,825,000 

5,945,000 

490,000 

12,912,000 

9,110,000 

£                     £ 
18,711,000      19,489,000 
10,049,000        9,737,000 

5,305,000        4,987,000 
12,433,000      11,703,000 
30,123,000       28,584,000 
30,473,000  i     28,533,000 
22,862,000       21,534,000 
58,001,000  j    51,397,000 

3,172,000  I      3,448,000 
14,573,000       13,188,000 

3,637,000        3,332,000 

£ 

11,008,000 
5,424,000 
3,810,000 
4,254,000 
28,074,000 
10,903,000 
10,786,000 
20,203,000 
2,123,000 
5,599,000 
8.757.000 

£ 

11,720,000 
4,796,000 
3,209,000 
3,962,000 

25,996,000 
9,426,000 
9,886,000 

15,283,000 
2,100,000 
4,684,000 
6,986,000 
2,046,000 
1,156,000 
5,334,000 
5,062,000 
2,932,000 
7,041,000 

18,119,000 
2,017,000 
650,000 
2,245,000 
5,390,000 
1,801,000 
6,211,000 

19,448,000 

£ 

9,228,00( 
3,998,00( 
2,441, 00( 
3,33S,00( 

22,526,00( 
8,619,00( 
8,80-2,00( 

13,706,00( 
1,530,00( 
2,848,00( 

Itely 

5,648,00( 

Austrian  terrs.. 
Greece. 

1,309,000        1,135,000  I      2,509,000 

1,461,000        1,448,000  j      1,055,000 

5,028,000  j      5,019,000  '      5,097,000 

10,914,000  •      8,856,000        5,986,000 

1,535,000        1,925,000        4,032,000 

3,076,000        2,674,000        5,574,000 

120,081,000     126,062,000  i     19,771,000 

511,000  i          264,000  !      2,009,000 

572,000  ]      1,171,000           964,000 

4,222,000  :      3,634,000        3,240,000 

3,960,000         4,602,000         5.821.000 

1,672,00( 
1  840  00( 

Turkey 

BCTpt 

6,191,00( 
4,419,00( 

India  (for.  poss.) 

2,379,00( 
5,039,00( 

United  States.. 

Mexico 

CJentral  America 
fShili. 

14,716,00( 

1,751,00( 

550,00( 

1,696,00( 

Brazil 

6,196,00( 

Uruguay 

Argent.  Repub. 
Other  countries 

259,000           392,000 
10,942,000        7,788,000 
9,997,000      10,070,000 

1,693,000 

7,131,000 

21,806,000 

1,256,00( 

5,586,00( 

14,457,00( 

Total 

418,486,000 

878,206,000    870,922,000 

197,129,000 

176,895,000 

149,932,00( 

CHAPTER  XII 

INSURANCE 

Commercial  operations  cannot  be  effected  without  a 
certain  amount  of  risk,  which  is  in  some  cases  very 
considerable,  to  the  property  connected  with  them. 
This  risk  may  extend  to  the  lives  of  the  operators. 
Prudence  therefore  exacts  that  such  reasonable  pre- 
cautions be  taken  as  are  calculated  to  afford  as  adequate 
a  compensation  as  possible  in  the  event  of  any  loss 
arising.  Consequently  there  is  a  natural  desire  to  find 
some  one  who  for  a  consideration  is  prepared  to  take 
upon  himself  the  liability  to  make  good  such  losses  as 
may  naturally  occur.  This  is  the  use  of  Insurance 
Companies.  The  partners  to  such  a  company  combine 
their  capital,  and  receive  payments  from  their  clients 
proportioned  to  the  risks  they  take  ;  thus  they  are 
able  to  make  good  the  losses  which  do  occur,  and  yet 
to  acquire  a  profit  for  themselves  out  of  the  payments 
made  for  the  risks  that  do  not  result  in  loss. 

It  is  of  course  of  vital  importance  that  there  be  a 
perfectly  clear  understanding  between  the  contracting 
parties,  viz.,  the  insurers  and  the  insured,  as  to  what 
risks  are  undertaken.  The  contract  is  accordingly  set 
forth  in  writing,  and  this  written  instrument  is  called 
d,  policy  of  insurance  which  binds  the  contracting  parties 
as  long  as  its  conditions  are  complied  with.     It  should 
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be  so  constructed  that  the  two  contracting  parties  shall 
have  a  common  interest  in  the  preservation  of  that 
which  is  insured.  Were  it  otherwise  there  would  be 
great  incentive  to  fraud.  The  insured  party  might 
frequently  be  tempted  to  a  wilful  neglect  of  the  proper 
precautions  for  the  preservation  of  his  property,  if  its 
destruction  were  likely  to  be  profitable  to  him,  and 
many  might  even  go  further  and  take  deliberate  steps 
to  destroy  their  insured  property. 

There  are  some  who  are  wrongly  impressed  with 
the  belief  that  if  they  choose  to  pay  a  heavier  annual 
premium  than  that  necessary  for  insuring  their  property 
to  the  extent  of  its  marketable  value,  they  will  be 
entitled  to  receive  a  proportionately  increased  amount 
of  compensation  in  the  event  of  its  loss  from  the  cause 
of  which  the  risk  was  taken  over  by  the  insurance 
company.  But  property  cannot  be  insured  on  such 
terms,  which  would  be  obviously  unfair  to  the  insurers, 
and  would  lead  to  endless  litigation.  In  the  case  of 
ordinary  insurance  against  fire  the  contract  entered 
into  by  those  who  grant  the  policy  does  not  bind 
them  to  do^more  than  to  indemnify  the  insured  party 
against  a  particular  loss.^  We  may  quote  here  the 
actual  words  of  a  manager  of  a  fire  insurance  com- 
pany :  "  If  you  pay  us  an  annual  premium  sufficient 
to  cover  the  value  of  your  property  according  to  our 
tables,  and  abide  by  our  conditions,  we  are  prepared 
to  reinstate  you  if  your  property  is  burned.  We  will 
not  do  more  than  that  for  you,  nor  will  you  find 
any  other  respectable  office  that  will."  It  is  apparent, 
therefore,  that  in  ordinary  circumstances  it  is  useless 
to  insure  property  for  more  than  its  recognised  com- 
mercial value,  as  insurance  companies  will  not  pledge 
themselves  to  pay  to  the  extent  insured.  Should  a 
warehouse  and  its  contents  be  destroyed  by  fire,  and 
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the  insured  party  have  paid  the  annual  premium 
requisite  for  insurance  to  the  extent  of  i^  10,000,  he 
would  have  no  legal  claim  against  the  company  in  which 
he  was  insured  for  more  than  ^^"5,000,  or  its  equivalent  in 
the  form  of  reinstatement,  if  it  could  be  proved  that 
the  latter  amount  represented  the  marketable  value 
of  the  insured  property  at  the  time  of  its  destruction. 

This  is  one  of  the  many  reasons  why  a  trader  should 
not  fail  to  take  stock  of  his  property  at  least  once  a 
year.  Otherwise  he  may  subsequently  find  that  he  is 
materially  over  or  under  insured,  and  is  losing  money 
through  paying  too  much  premium  or  exposing  his 
property  to  risks  through  paying  too  little.  Inexperi- 
enced persons,  again,  are  wont  to  imagine  that  they  will 
be  able  to  recover  twice  the  value  of  their  pro- 
perty if  they  have  it  insured  for  its  full  value  twice 
over  in  two  separate  insurance  companies.  Of  course 
they  are  mistaken.  A  life  may  be  insured  in  two 
separate  companies,  and  each  will  eventually  have  to 
pay  respectively  that  sum  guaranteed  to  be  forth- 
coming either  at  the  death  or  after  the  expiration  of  a 
certain  number  of  years  of  the  life  of  the  insured  party 
according  to  the  terms  contracted  for  in  the  policies. 
But  when  property  is  insured  in  various  companies,  \ 
the  loss  that  may  ensue  is  shared  equally  by  all.  ( 
When  insurers  have  an  equal  interest  in  the  same 
property  the  liability  of  any  one  of  them  is  no  more 
and  no  less  than  that  of  each  of  the  others.  And 
the  total  amount  from  their  combined  contributions 
will  be  apportioned  to  the  marketable  value  of  the 
property  msured. 

A  prudent  trader  will  naturally  take  steps  to  secure 
himself  by  insurance  as  follows  : — 

I.  Against  loss  on  the  building  in  which  he  carries 
on  business. 
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2.  Against  loss  on  the  fixtures  attached  to  it. 

3.  Against  loss  on  the  stock  contained  therein. 

4.  Against  loss  on  the  plant  (machinery  and  tools 
necessary  for  carrying  on  business  are  usually  termed 
plant). 

5.  Against  loss  on  goods  in  transit  belonging  to 
him. 

With  a  view  to  effecting  policies  to  cover  all  these 
possible  losses  except  the  last  named,  recourse  is  had 
to  offices  issuing  them  for  insurance  against  fire,  that 
being  the  most  apprehended  cause  of  loss  of  property 
on  land,  and  one  which,  as  experience  has  shown,  is  of 
frequent  occurrence.  Serious  consequences  often  result 
from  giving  insufficient  attention  to  the  regulations 
specified  on  a  policy  of  fire  insurance.  The  utmost 
care  to  comply  with  its  regulations  must  be  observed. 
Otherwise  it  may  be  invalidated  through  ignorance. 
For  instance,  the  introduction  of  a  still  or  retort  on 
the  premises  of  a  trader  who  has  not  paid  the  higher 
rate  required  for  special  insurance,  or  of  a  very  small 
quantity  of  an  article  of  highly  inflammable  nature, 
may  place  him  at  a  legal  disadvantage  should  a  fire 
occur,  and  his  claim  for  compensation  might  be  con- 
tested by  the  company,  even  if  there  were  no  certain 
proof  that  the  aforesaid  things  were  the  cause  of  the 
fire.  At  the  same  time  it  must  be  remembered  that 
insurance  companies  are  not  compelled  by  statute  to 
treat  a  policy  as  void  because  one  of  its  conditions  may 
not  have  been  properly  complied  with.  They  have  the 
right,  which  they  habitually  exercise,  of  considering  the 
merits  of  each  individual  case,  and  if  they  think  proper, 
may  waive  the  forfeiture,  that  is,  they  may  compensate 
the  party  insured  with  them  if  they  consider  that  there 
arc  grounds  for  doing  so.  But  in  such  a  case  the 
decision   will   not   rest  with  the  party  who  is  insured, 
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and  he  may  accordingly  be  advised  not  to  place 
himself  in  such  a  position  as  to  have  to  request  a 
concession — or,  in  other  words,  to  observe  strictly  the 
conditions  of  the  policy  granted  to  him. 

There  is  no  doubt  that  any  material  misrepresenta- 
tion by  the  insured  totally  exonerates  the  insurers 
from  liability.  If,  for  instance,  a  trader  were  to  take  out 
a  fire  policy,  having  clearly  stated  the  nature  of  his  trade, 
and  were  to  change  his  business,  without  advising  the 
insurers  of  the  fact,  he  could  not  reasonably  expect  to 
be  compensated  in  case  of  loss  by  fire,  as  the  company 
insuring  him  would  have  taken  upon  themselves  the 
risks  which  might  arise  out  of  his  exercising  that  one 
particular  trade  and  no  other. 

Should  a  person  who  holds  property  insured  against 
fire  in  one  place  transfer  it  to  another  without  the 
sanction  of  the  company  insuring  it,  that  property  is  no 
longer  protected  ("  covered "  is  the  ordinary  term)  by 
insurance.  Its  removal  has  cancelled  the  undertaking 
of  the  risk. 

An  ordinary  fire  policy  affords  no  compensation 
for  loss  arising  from  the  destruction  by  fire  of  deeds, 
bonds,  bills  of  exchange,  promissory  notes,  money 
securities,  or  books  of  account.  A  trader  may  lose 
his  ledgers  and  day  books  by  a  fire,  and  consequently 
be  put  to  great  difficulty  and  expense  in  the  recovery 
of  debts  due  to  him,  but  he  can  expect  no  com- 
pensation for  a  loss  of  this  nature  on  the  strength  of 
having  a  fire  policy.  In  these  circumstances  the  import- 
ance of  having  a  fire-proof  safe  will  be  recognised. 

Prompt  notice  must  be  given  by  the  insured  party  to 
the  company  in  event  of  loss  to  any  of  the  property 
insured,  as  otherwise  difficulties  might  arise  in  the  way 
of  taking  steps  both  to  ascertain  the  cause  of  the  fire  and 
to  verify  the  claim. 
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At  the  back  of  a  fire  policy  of  an  incorporated 
assurance  company  the  following  conditions  are  com- 
monly found : — 

"On  the  happening  of  any  loss  or  damage  the  insured  shall 
forthwith  give  notice  thereof  in  writing  to  the  corporation,  and  shall 
within  fifteen  days  after  such  loss  or  damage,  or  such  further  time 
as  the  corporation  may  allow  in  that  behalf,  and  at  his  own  expense, 
deliver  to  the  corporation  a  claim,  in  writing,  for  the  loss  or  damage, 
stating  the  several  amounts  of  the  loss  or  damage  in  respect  of  all 
the  several  items  of  insurance  respectively,  and  containing  as 
particular  an  account  as  may  be  reasonably  practicable  of  the 
several  articles  or  items  of  property  damaged  or  destroyed,  with 
the  estimated  value  of  each  of  them  respectively,  having  regard  to 
their  value  at  the  time  of  the  loss  or  damage,  and  also  of  all  other 
insurances  by  or  on  behalf  of  the  insured  covering  any  of  the 
property  hereby  insured.  The  insured  shall  also  produce  and  give 
to  the  corporation,  when,  where,  and  to  whom,  and  in  manner 
required  by  it,  and  at  his  own  expense,  all  such  plans,  specifica- 
tions, measurements,  and  quantities,  estimates,  deeds,  books  of 
account,  vouchers,  invoices,  copies  thereof,  documents,  proofs 
and  explanations  with  respect  to  the  claim  and  the  alleged  loss  or 
damage,  and  the  circumstances  of  the  loss  or  damage,  and  the  owner- 
ship of,  or  interest  in,  the  property  hereby  insured,  and  as  to  other 
insurances,  and  also  as  to  all  other  matters  as  may  be  reasonably 
demanded  ;  and  also,  if  required,  shall  make  and  cause  to  be  made 
statutory  declarations  of  the  truth  of  the  claim  and  of  any  of  the 
matters  aforesaid,  and  no  claim  whatever  under  this  policy  shall  be 
payable  unless  the  terms  of  this  condition  have  been  complied  with." 

The  condition  that  a  loss  shall  be  notified  within 
fifteen  days  sounds  rather  arbitrary.  But  it  is  not  to 
be  taken  quite  literally.  Its  insertion  serves  a  purpose. 
There  is  a  necessity  for  promptitude  in  presenting 
a  claim,  and  therefore  it  is  expected  that  there  shall 
be  no  delay  which  could  have  been  avoided.  But,  as 
a  matter  of  fact,  insurance  companies  do  allow  con- 
siderably more  time  when  they  consider  that  there 
is   good   reason  for  the  concession.     They  know  that 
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when  a  trader  stocks  a  large  number  of  articles  it  is 
not  always  easy  to  render  a  prompt  account  of  all  of 
them.  He  has  to  inquire  into  his  purchases,  and, 
should  invoices  and  accounts  and  record  books  have 
been  lost  in  the  conflagration,  it  will  take  him  some 
time  to  get  such  information  and  duplicate  documents 
as  are  necessary  for  his  purpose  of  making  out  a  loss 
account.  Investigations  have  to  be  made  on  both 
sides,  and  in  general  practice  it  may  be  said  that  each 
party  consults  the  reasonable  convenience  of  the  other. 

If  a  trader's  stock  be  burned  he  must  satisfy  the 
insurers  that  such  stock  was  actually  on  the  premises 
at  the  time  of  the  fire.  The  mere  proof  of  purchase 
would  not  suffice,  as  evidence  ought  to  be  forthcoming 
that  the  goods  had  not  been  sent  out  and  sold  before 
the  fire  took  place. 

The  reinstating  need  not  take  the  form  of  a  cash 
payment  to  the  insured  party  of  the  amount  requisite 
to  replace  the  value  of  the  loss.  The  company  may 
take  upon  itself  to  replace  the  destroyed  goods  or 
buildings.  If  only  partially  destroyed  the  company 
may  restore  them  to  their  former  condition.  In  some 
cases  it  would  be  impossible  to  replace  property 
precisely,  and  the  company  is  then  expected  to  supply 
things  equally  good. 

The  outcome  of  the  indemnity  afforded  by  a  policy 
of  fire  insurance  often  proves  far  more  beneficial  to  a 
trader  than  he  at  first  anticipated.  Those  who  are 
imperfectly  acquainted  with  commerce  can  scarcely 
conceive  the  extent  of  the  disastrous  effect  of  a  fire 
on  a  busy  trader  for  the  time  being.  His  arrangements 
are  thrown  out  of  gear,  he  has  to  make  most  strenuous 
efforts  to  overcome  the  difficulties  attendant  in  con- 
sequence on  the  execution  of  customers'  orders,  and, 
further,    he    has    to    strain  every  nerve    to    keep    his 
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connection  together  by  taking  steps  to  inform  and 
convince  his  customers  that  he  is  still  in  a  position  to 
supply  their  wants.  He  is  well  aware  that  in  these 
days  of  keen  competition  some  of  his  trade,  if  once 
directed  into  other  channels,  is  likely  to  be  lost  to  him 
for  ever.  He  cannot  expect  to  regain  it  all.  It  is 
manifest,  therefore,  that  the  amount  obtainable  by 
insurance  of  property  can  in  ordinary  circumstances 
seldom  be  expected  to  cover  directly  the  extent  of 
actual  loss.  Still,  in  spite  of  the  labour  and  anxiety 
involved  by  the  outbreak  of  a  fire  and  the  actual 
pecuniary  loss  incurred,  many  men  of  business  recog- 
nise that  there  are  countervailing  advantages.  They 
may  not  recover  the  full  amount  of  their  losses,  and 
they  may  be  put  to  much  temporary  inconvenience ; 
but  with  the  money  that  they  do  receive  from  the 
insurance  company  they  are  able  to  effect  modern 
improvements  and  to  renovate  their  machinery  and 
appliances. 

A  certain  uniformity  of  rates  of  fire  insurance  is 
controlled  by  the  Associated  Fire  Offices'  Committee. 
The  following  scale  (with  exceptions,  about  which 
more  will  be  stated  subsequently)  represents  the 
ordinary  classification  and  the  attendant  charges. 
The  lowest  of  these  is  Common  Insurance,  is.  6d.  to 
2s.  per  cent,  per  annum. 

The  IS.  6d.  rate  is  ordinarily  applicable  to  private 
dwelling-houses  built  of  brick  or  stone  and  tiled  or 
slated,  and  not  in  hazardous  proximity ;  also  to 
churches,  schools,  convents,  and  other  ecclesiastical 
buildings  similarly  built.  *  The  rent  of  such  a 
dwelling-house  can  also  be  insured  at  the  same  rate 
as  the  building,   whereby   a   landlord   may  secure  for 

*  A  building  is  understood  to  be  brick  or  stone  built  when  there 
are  front,  back,  and  perfect  party  walls  of  that  construction, 
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himself  the  rent  payable  to  him  under  ordinary  con- 
ditions by  his  tenant,  for  which  the  latter  while 
ejected  by  a  fire  would  not  be  liable. 

The  2S.  rate  is  applicable  to  ordinary  household 
and  personal  effects  contained  in  houses  built  as  afore- 
said, and  also  to  the  fixtures  and  fittings,  not  more 
than  £\o  being  allowed  on  any  one  print  or  picture. 

The  next  grade  of  the  scale  is  that  of  Hazardous 
Insurance.  The  rate  of  2s.  6d.  per  cent,  per  annum 
is  applicable  both  to  ordinary  private  dwelling-houses, 
brick  or  stone  and  timber,  or  brick  or  stone  and  lath 
and  plaster  built,  and  tiled  or  slated,  in  no  hazardous 
proximity,  and  to  household  furniture  and  fixtures 
therein,  and  rent,  but  the  rates  for  hazardous  insurance 
are  generally  specified  as  being  from  2s.  6d.  to  3s.  6d. 
per  cent,  per  annum.  They  include  insurances  on 
thatched  barns  and  outhouses  which  have  no  chimney 
and  not  adjacent  to  any  building  having  a  chimney ; 
also  buildings  which  would  otherwise  be  insured  by 
payment  of  the  "  Common  Insurance  Rate,"  were  it  not 
that  hazardous  goods  are  contained  or  hazardous  trades 
carried  on  therein  ;  also  on  the  stock  and  goods  of 
bread  -  bakers,  stationers,  innkeepers,  drapers,  tallow- 
chandlers,  grocers,  and  chemists.  The  melting  of  tallow 
on  the  premises  would  be  prohibited  by  insurers 
granting  a  policy  at  the  above  rate.  Grocers  and 
chemists  would  be  restricted  from  the  sale  of  mineral 
oils,  and  the  latter  might  not  introduce  distilling 
apparatus. 

Then  come  Doubly  Hazardous  Insurances,  4s.  6d. 
to  5s.  per  cent,  per  annum,  applicable  firstly  to 
thatched  buildings  having  chimneys,  or  adjoining  to 
or  communicating  with  buildings  having  one,  and  all 
hazardous  buildings  in  which  hazardous  goods  are 
kept,    or    hazardous    trades    exercised.     Secondly,    to 
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hazardous  goods  kept  in  hazardous  buildings,  and  in 
thatched  buildings  having  no  chimney.  Also  to  the 
furniture  and  general  personal  effects  in  such  build- 
ings, and  to  the  rent. 

Special  Insurances  are  effected  at  the  rate  of 
5s.  per  cent,  per  annum  and  upwards.  There  are 
some  processes  of  manufacture  and  of  refining  which, 
owing  to  the  inflammability  of  the  articles  dealt  with, 
entail  so  high  a  rate  of  insurance  that  those  who 
have  them  performed  are  disposed  to  risk  the  expense 
of  the  outbreak  of  a  fire  rather  than  pay  insurance 
premiums  calculated  to  deprive  them  regularly  of  all 
margin  of  profit.  The  process  of  camphor-refining 
may  be  selected  as  an  instance. 

Many  places  of  amusement,  theatres,  music-halls,  etc., 
are  charged  with  very  heavy  rates  for  insurance,  their 
liability  to  fire  being  considered  to  be  greater  than  that 
of  the  majority  of  buildings.      / 

Exceptions  whereby  the  customary  rate  of  insurance 
for  a  particular  class  of  building  is  not  granted  are  made 
for  reasons  which  are  too  various  to  be  enumerated  here. 
One  which  is  very  material  is  the  proximity  of  specially 
hazardous  surroundings.  If  a  dangerous  form  of  manu- 
facture be  carried  on  in  a  building,  consideration  has  to 
be  given  as  to  the  likelihood  of  the  spreading  of  any 
fire  which  may  occur  there,  and  the  probable  damage 
which  it  may  cause  to  other  buildings  and  their 
contents  in  the  near  proximity.  Then  again,  as  can 
be  readily  comprehended,  it  is  frequently  not  worth 
the  while  of  an  insurance  company  to  accept  a  risk  on 
property  of  small  value  except  at  a  rate  higher  than 
that  of  the  ordinary  scale.  Were  the  charge  based  on 
that  scale,  the  amount  of  risk  undertaken  would  be 
disproportionate  to  the  amount  of  profit,  in  the  form 
of  annual   premium,  that  could   possibly  be   obtained 
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by  undertaking  it.  To  quote  the  words  of  an  experi- 
enced manager  of  a  fire  insurance  office :  "  Although 
there  is  a  tariff  in  appHcation  in  most  cases,  the 
risk  is  frequently  rated  on  its  individual  merits,  and 
a  hard  and  fast  line  of  demarcation  as  to  hazard  of 
risk  could  not  be  kept." 

The  annual  premium  on  a  fire  insurance  policy 
is  paid  as  on  a  quarter-day,  fifteen  days'  "  grace " 
being  allowed  on  each  occasion  of  renewal.  Thus,  the 
premium  due  on 

Lady  Day  must  be  paid  not  later  than  9th  April. 
Midsummer  Day  „  „  9th  July. 

Michaelmas  Day  „  „  14th  October. 

Christmas  Day  ,,  „  9th  January. 

The  following   particulars  are  taken,  by  kind   per- 
mission,  from  the   regulations   of  the  Norwich  Union 
\     Fire  Insurance  Society  : — 


SHORT   PERIOD   POLICIES. 
Insurances  may  be  effected  for  a  shorter  period  than  a  year,  the 
premium  being  charged  as  follows,  viz. : — 

I  month    as  3  months. 
3  months  as  6       „ 

6        „  9       » 

Over  6        „  12        „ 

%*  This  does  not  apply  to  Farming  Stock  Insurances. 

LONG   PERIOD   POLICIES. 
The  following  reduction  is  made  on  policies  for  more  than  one 
year,  when  paid  forward  : — 


2  years  a  reduction  of  5  per  cent 


/  on  the  ordinary 
\  I  year's  premium. 


3 

15 

4 

30 

5 

50 

6 

75 

7 

,             „          100 
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The  instructions  for  Fire  Insurance  should  contain  the  true 
character  and  description  of  each  risk,  how  the  building  is  used, 
constructed,  covered,  warmed,  and  lighted,  and  nature  of  risk  in 
contiguity  with  it,  together  with  any  other  particulars  which  may 
tend  to  increase  the  danger  of  fire. 

The  building  and  the  contents,  also  household  and  trade  effects, 
must  be  insured  in  separate  items.  Combinations  of  risks  cannot 
be  insured  in  one  sum,  and  two  or  more  buildings  (or  the  contents 
thereof)  so  separated  from  each  other  as  to  occasion  plurality  of 
risk  must  be  insured  separately. 

No  premises  shall  be  altered,  workmen  employed,  stoves  erected, 
hazardous  goods  stored,  or  processes  creating  extra  risk  introduced, 
without  notifying  the  same  to  the  agent,  or  to  the  secretary  of  the 
society,  and  paying  the  extra  premium  for  increased  risk. 

The  trader  who  covers  the  risk  of  fire  to  his  property 
by  an  insurance  policy  has  taken  that  step  towards  the 
preservation  of  its  value  which  is  generally  considered 
to  be  the  most  important.  Of  late  years  a  protection 
against  another  risk  is  afforded  by  some  insurance  com- 
panies. It  is  open  to  him  to  take  out  a  policy  against 
burglary  and  housebreaking,  for  which  the  premium  is 
ordinarily  comparatively  small.  In  such  a  policy  the 
following  words  may  always  be  looked  for  : — 

"  Provided  always  that  this  policy  shall  not  extend  to  cover  loss 
or  damage  where  any  member  of  the  assured's  household  or  of  his 
business  staff  or  any  other  inmate  of  the  premises  is  concerned  as 
principal  or  accessory." 

The  trader  must  therefore  seek  another  means  of 
securing  that  he  shall  not  suffer  loss  owing  to  the  dis- 
honesty of  those  whom  he  employs.  This  is  in  a  measure 
afforded  by  Guarantee  Insurance. 

Many  a  merchant,  in  reviewing  his  experience  of 
business  life,  admits  that  he  has  suffered  somewhat  by 
theft,  but  adds  that  the  wonder  is  that  his  loss  has 
not   been   greater,  when   all   the   risks   are  taken    into 
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account.  The  fact  is  that  the  standard  of  com- 
mercial probity  is  in  many  respects  higher  than  it  is 
frequently  assumed  to  be.  Still,  it  inevitably  happens, 
in  the  routine  of  a  business  house,  that  subordinates 
rr^ust  be  entrusted  with  the  handling  of  sums  of 
money  over  which  their  employers  have  temporarily 
no  control.  And  those  who  do  betray  their  trust 
sometimes  exercise  such  ingenuity  in  concealing  defal- 
cations that  these  become  very  considerable  before 
they  are  detected.  The  sudden  temptation  afforded 
by  the  temporary  possession  of  a  large  sum  of  money 
has  repeatedly  proved  too  strong,  and  theft  has 
ensued.  Accordingly,  it  has  become  the  practice  to 
demand  some  form  of  security  from  persons  in  a 
position  of  trust,  wherewith  to  obtain  some  restitution 
should  they  prove  dishonest. 

Some  supply  this  security  by  depositing  money  with 
their  employers,  on  which  a  payment  of  interest  is 
arranged.  Others  find  one  or  more  persons  to  be  their 
sureties,  and  to  enter  into  a  bond  for  a  certain  amount, 
to  the  extent  of  which  they  stand  pledged  to  make  good 
to  the  employers  any  sum  of  which  the  latter  may  be 
defrauded  by  the  party  on  whose  behalf  they  thus  bind 
themselves.  But  there  are  many  who  have  neither 
money  at  their  command  nor  friends  possessed  of 
sufficient  means  to  act  as  security  for  them ;  and 
there  are  others  again,  who  do  not  wish  to  place 
themselves  under  such  personal  obligations  to  their 
friends.  Here,  then,  the  opportunity  arises  for  the 
mediation  of  a  Guarantee  Insurance  Company. 

These  companies,  in  return  for  annual  payments, 
undertake  surety  risks  subject  to  certain  conditions 
specified  in  their  forms  of  agreement. 

Every  applicant  for  surety  is  furnished  with  a  form 
of  printed  questions  calculated  to  elicit  particulars  as 
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to  his  position.  Inquiry  forms  are  submitted  further  to 
the  employer  requiring  the  security,  and  a  further 
form  is  sometimes  submitted  to  obtain  a  former 
employer's  references,  as  a  Guarantee  Insurance 
Association  must  necessarily  seek  all  available  infor- 
mation bearing  on  the  application.  According  to 
whether  the  answers  received  be  considered  satis- 
factory or  otherwise,  the  request  for  suretyship  is 
complied  with  or  rejected.  It  has  to  be  considered 
whether  the  salary  attached  to  the  position  for  which 
surety  is  required  will  suffice  for  the  party  obtaining  it 
to  live  upon  without  incurring  debts,  to  the  discharge 
of  which  there  may  be  the  temptation  to  apply  the 
money  of  the  employers.  Testimony  as  to  trust- 
worthiness and  character  must  be  forthcoming.  The 
process  employed  for  checking  accounts  has  to  be 
investigated,  as  the  longer  an  employ^  has  the 
money  of  others  unchecked,  the  greater  is  the  facility 
for  fraud.  Altogether,  steps  are  taken  to  make  sure 
that  the  risk  may  be  undertaken  with  a  reasonable 
amount  of  confidence,  and  that  there  need  be  no 
special  apprehension  of  being  called  upon  in  the 
future  to  make  good  any  defalcations  on  the  part  of 
the  party  seeking  a  fidelity  guarantee.  The  guarantee 
policy  usually  contains  a  clause  to  the  following 
effect : — 

"  That  the  employer  shall,  if  required,  aid  (at  the  company's 
expense  if  a  conviction  be  obtained)  in  prosecuting  the  employe 
to  conviction,  and  at  the  company's  expense  give  all  information 
and  assistance  to  enable  the  company  to  sue  for  and  obtain  the 
reimbursement  by  the  employed  or  his  estate,  of  any  moneys  which 
the  company  may  have  become  liable  to  pay."  * 

*  See  Porter's  Laws  of  Itisurance^  third  edition,  chap,  xxvi., 
page  497. 


XII.]  LIFE  ASSURANCE  ASSOCIATIONS  159 

Consideration  must  now  be  given  to  those 
forms  of  insurance  which  afford  some  provision 
for  the  benefit  of  the  estate  of  the  insured  in  event 
of  loss  of  Hfe,  and  further,  to  those  which  are  agree- 
ments to  compensate  for  injury  by  accident  to  the 
person. 

Life  Insurance  has  been  defined  by  Sir  George 
Jessel  as  "a  purchase  of  a  reversionary  sum  in  con- 
sideration of  a  present  payment  of  money,  or,  as  is 
generally  the  case,  of  the  payment  of  an  annuity  during 
the  life  of  the  party  insuring."  This  definition  indicates 
that  a  policy  of  life  insurance  is  not  an  insurance  from 
year  to  year,  but  that  the  insured  party  contracts  to 
pay  an  annuity  in  return  for  the  guarantee  of  a  lump 
sum  to  be  paid  over  to  his  representatives  at  his  death. 
The  natural  desire  of  any  one  engaged  in  a  trade  or 
profession  is  to  acquire  more  by  his  avocation  than 
will  serve  for  present  needs,  so  that  some  provision 
may  be  made  for  the  future.  If  a  man  have  others 
dependent  upon  him,  it  is  a  moral  necessity  for 
him  to  exert  himself  for  their  welfare  in  the  future 
as  well  as  in  the  present.  He  knows,  however,  that 
life  is  uncertain,  and  that  there  is  a  possibility  which 
can  scarcely  be  called  remote  that  premature  death 
may  frustrate  his  intentions  of  acquiring  a  sufficiency 
for  the  purpose.  Others  besides  himself  are  similarly 
situated.  But  both  he  and  they  know,  humanly 
speaking,  that  the  circumstances  which  may  cause 
premature  death  in  some  cases  will  not  for  a  cer- 
tainty affect  them  all.  Therefore,  if  they  co-operate 
in  making  annual  individual  payments,  they  know 
that  it  is  within  the  power  of  those  who  combine 
as  a  Life  Assurance  Association  so  to  utilise  that 
money  that  they  can  afford  to  pay  the  amounts 
for  which    they   have    made    themselves   liable  on  the 
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deaths,  however  premature,  of  those  who  have  insured 
with  them. 

To  a  trader  who  has  full  employment  for  all  avail- 
able capital,  life  insurance  is  a  very  convenient  form  of 
investment.  It  does  not  lock  up  his  money,  but  leaves 
him  the  chance  of  making  the  most  of  it  in  his  business, 
and  is  calculated  to  enable  him  to  do  his  daily  work 
with  greater  peace  of  mind,  owing  to  the  feeling  that 
he  has  taken  measures  towards  securing  a  provision  in 
the  future  for  those  dependent  on  him.  Men  do  some- 
times become  so  circumstanced  that  the  payment  of  the 
annual  premium  on  a  life  insurance  policy  becomes  a 
heavy  tie  upon  them.  But  (although  it  is  scarcely  so 
generally  known  as  might  be  anticipated)  a  life 
insurance  policy  soon  acquires  what  is  termed  "a 
surrender  value."  A  sum  of  money,  that  is  to  say,  is 
realisable  by  the  insured,  if  he  by  agreement  relin- 
quish the  terms  of  contract. 

Insurers  on  receiving  an  application  for  a  life  insur- 
ance policy  require  such  information  as  will  acquaint 
them  as  accurately  as  possible  with  the  ages  both  of  the 
applicant  and  of  his  near  relatives,  if  surviving,  and 
with  the  causes  of  their  death,  if  deceased.  A  state- 
ment as  to  the  past  and  present  condition  of  his  health 
has  to  be  afforded,  and  he  must  be  able  to  refer  to 
those  who  from  intimate  knowledge  can  testify  to  his 
mode  of  life.  The  place  where  he  lives  has  to  be 
reported,  as  some  climates  are  specially  dangerous  to 
men  of  certain  nationalities,  habits,  and  constitution. 
The  nature  of  his  occupation  has  to  be  stated,  as  some 
avocations  are  more  conducive  to  longevity  than  others. 
Absolute  good  faith  and  no  concealment  should  be 
observed  in  making  replies  to  the  queries,  and  it  is 
required  that  the  party  seeking  insurance  shall  not  only 
answer  them  to  the  best  of  ability,  but  shall  communicate 


XII.]  PARTIAL  LIFE  POLICIES  i6t 

further  anything  that  he  knows  to  be  relevant  to  the 
risk.* 

A  form  of  life  insurance  much  in  vogue  is  that 
of  insuring  for  a  sum  payable  after  a  certain  term 
of  years  to  the  party  insured,  or  to  his  repre- 
sentatives in  the  event  of  his  death,  prior  to  the 
expiration  of  that  term.  This  offers  many  induce- 
ments. Advanced  age  not  infrequently  necessitates 
retirement  from  daily  work,  and  in  that  case 
it  is  often  expedient  to  arrange  for  a  reduc- 
tion of  expenses  when  no  longer  earning  money  as 
before.  The  cessation  of  the  call  for  the  yearly  premium 
is  then  felt  to  be  a  relief,  and  the  lump  sum  thus  ac- 
quired may  be  available  just  at  the  time  when  it  is 
particularly  required. 

A  branch  of  life  insurance  is  that  of  Accident  Insur- 
ance, whereby  provision  can  be  made  for  persons  them- 
selves, in  the  event  of  their  being  temporarily  or  per- 
manently incapacitated  by  disablement  or  injury ;  or 
for  their  families  in  the  event  of  their  death  from  some 
kind  of  accident,  the  risk  of  which  has  been  taken  by 
the  company  insuring.  Some  policies  cover  all  forms  of 
accident,  irrespective  of  the  place  in  which  the  insured 
party  may  meet  with  it.  Others  limit  the  area  in  which 
liability  is  recognised  (as,  for  instance,  within  the 
United  Kingdom).  Then  there  are  voyage  policies. 
A  ticket  of  insurance  against  railway  accident  pur- 
chaseable   at   an   ordinary  station   is   a  voyage  policy 

*  It  is  sometimes  alleged  that  misrepresentations  made  at  the 
time  of  effecting  a  life  policy  rarely  lead  to  a  refusal  to  pay  on  the 
part  of  the  insurers  when  called  upon.  The  present  writer  had  to 
do  with  a  case  in  which  an  estate  was  in  liquidation.  One  of  the 
assets  was  a  life  policy  of  insurance,  but  full  payment  was  refused 
by  the  insurers  on  the  ground  that  the  insured  party  had  concealed 
habits  of  intemperance  when  the  policy  was  granted. 

L 
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limited  in  point  of  time  and  space.  The  contract 
entered  into  is  to  pay  any  one  over  the  age  of  twelve 
who  has  bought  one  of  the  company's  insurance  tickets, 
according  to  a  fixed  scale  of  compensation,  for  injury 
sustained  by  an  accident  to  the  train  while  travelling 
between  the  stations  for  which  the  ticket  has  been  issued. 

Leaving  for  later  consideration  the  subject  of 
Employers'  Liability,  and  the  insurance  of  employers 
of  labour  against  the  various  liabilities  to  which  they 
are  legally  committed  in  respect  to  their  workpeople, 
we  pass  at  once  to  the  topic  of  Marine  Insurance. 

Life  and  fire  insurance  policies  are  effected  at  the 
risks  of  companies.  Marine  insurance  is  effected  both  at 
the  risk  of  companies  (such  as  that  of  the  Royal  Ex- 
change Assurance  for  instance),  and  at  the  risk  of 
individuals,  commonly  called  underwriters,  a  term  which 
is  likewise  applicable  to  other  insurers,  as  it  signifies 
the  subscribing  at  the  foot  of  the  policy  of  the  names 
of  those  who  grant  it.  The  largest  association  of 
underwriters  is  that  of  Lloyd's,  known  all  over  the 
civilised  world  for  the  magnitude  of  its  operations.  An 
admirable  popular  account  of  Lloyd's  was  given  in  a 
lecture  by  the  secretary  of  the  Association  on  14th 
December  1900;  and  the  following  extracts  from  the 
Times  newspaper  *  of  the  following  day  may  here  be 
profitably  consulted  : — 

Colonel  Hozier  said  that  although  every  morning  in  the 
newspapers  they  saw  a  good  deal  of  information  headed 
"  From  Lloyd's,"  and  also  heard  constantly  the  terms  "  Entered  at 
Lloyd's,"  "Insured  at  Lloyd's,"  and  "Classed  at  Lloyd's,"  yet  it 
seemed  to  him  that  there  were  many  people  who  did  not  know 
what  Lloyd's  was  or  what  its  machinery  was.  He  was  fortified  in 
that   opinion   by   the   letters   which   came   to  him.      One    writer 

*  By  courteous  permission  of  Colonel  Hozier  and  of  the  manager 
of  the  Times, 
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wanted  to  insure  against  twins  ;  another  wished  to  inquire  about  a 
steamer  with  20  masts.  Still  there  was  everywhere  an  idea  that 
Lloyd's  had  something  to  do  with  ships'  cargoes  and  marine 
insurance.  Marine  insurance  was  a  very  important  element  in  the 
whole  commercial  life  of  this  country.  Shortly  after  the  termination 
of  the  reign  of  Queen  Elizabeth  a  man  of  the  name  of  Lloyd 
established  a  coffee-house  in  the  City,  where  men  interested  in 
shipping  congregated  together,  and  Lloyd's  coffee-house  became  the 
centre  of  the  shipping  industry  of  the  country.  Colonel  Hozier 
proceeded  to  sketch  the  history  of  Lloyd's  from  the  time  of  its 
inception  down  to  the  present,  and  related  many  instances  of  the 
speculation  and  gambling  which  had  taken  place  in  the  last 
century  when  the  lives  of  highwaymen  and  of  slaves  were  the 
subject  of  insurance,  and  the  chances  of  war  were  insured  against. 
No  man's  bust,  the  lecturer  said,  deserved  more  recognition  than 
that  of  the  great  Napoleon,  which  ought  to  be  in  every  chamber  of 
commerce,  for  by  the  wars  on  the  Continent  he  drove  the  whole 
commerce  of  the  world  into  Great  Britain.  In  1811  the  Society  of 
Lloyd's  recommended  to  their  members  to  appoint  general  agents 
instead  of  allowing  the  underwriters  to  do  so,  and  that  was  the 
foundation  of  that  enormous  system  of  Lloyd's  agencies  which  now 
existed.  In  every  part  of  the  world  was  a  Lloyd's  agent,  and  no 
wrecks  could  occur  near  their  stations  which  were  not  telegraphed 
immediately  to  Lloyd's.  In  1871  Lloyd's  was  incorporated  by  Act 
of  Parliament,  and  the  objects  were  defined  by  that  Act  as — (i) 
the  carrying  on  of  the  business  of  marine  insurance  by  members  of 
the  society  ;  (2)  the  protection  of  the  interests  of  members  of  the 
society  in  respect  of  shipping  cargoes,  and  freights  ;  and  (3)  the 
collection  and  diffusion  of  shipping  intelligence.  It  seemed  to  be 
very  little  understood  that  Lloyd's  was  a  corporation,  and  that  the 
Committee  of  Lloyd's  as  a  body  had  nothing  to  do  with  marine 
insurance.  All  the  Committee  of  Lloyd's  had  to  do  was  to  give  the 
merchant  a  room  in  which  he  could  meet  his  underwriter.  The 
Committee  of  Lloyd's  was  entrusted  by  the  members  of  Lloyd's 
with  the  admission  of  underwriters,  and  they  took  great  care,  in 
doing  so,  that  the  candidate  was  a  man  worthy  of  the  confidence  of 
the  public.  Every  man  had  to  place  a  deposit  in  the  hands  of  the 
committee  to  insure  the  British  public  against  his  ever  failing  to 
meet  his  liabilities,  and  he  himself  was  a  trustee  for  ^3,500,000  so 
deposited.  Although  the  Committee  of  Lloyd's  was  rigid  and  severe 
with  regard  to  gambling  transactions  and  recognised  no  insurance 
except  purely  marine  and  transport   insurance,  yet  the  younger 
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spirits  did  sometimes  break  bounds  and  risks  were  taken  in  respect 
of  long  overdue  vessels,  etc.  There  was  a  special  department  for 
salvage,  and  much  treasure  had  been  recovered.  Lloyd's  had  often 
been  able  to  give  the  Government  intelligence  in  respect  of 
shipping  before  the  information  was  received  from  the  Government 
agents.  The  intelligence  department  had  been  enormously 
developed.  Not  only  were  casualties  telegraphed,  but  the  move- 
ments, arrivals,  and  sailings  of  vessels  were  also  reported.  The 
expenses  of  such  a  system  were  enormous,  and  in  order  to  reduce 
them  every  effort  was  made  by  the  compilation  of  codes,  but  they 
found  everywhere  that  they  were  terribly  hampered  and  incon- 
venienced by  the  Government  monopoly  of  telegrams.*  That  was 
a  question  well  worthy  the  consideration  of  all  commercial  men. 
Lloyd's  depended  for  information  not  only  on  telegrams,  but  also 
on  a  large  number  of  signal  stations  which  they  had  established 
throughout  the  world,  and  by  means  of  these  they  were  able  to 
communicate  with  vessels.  Wherever  the  British  flag  flew  there 
was  a  signal  station  to  help  vessels  in  distress  and  to  further  the 
interests  of  commerce.  He  himself  had  to  thank  heartily  the  Com- 
mittee of  Lloyd's  for  having  given  permission  to  him  and  Mr  Neville 
Maskelyne  to  experiment,  with  the  result  that  they  hoped  shortly 
to  have  a  system  of  aetheric  signalling  which  would  enable  them 
to  send  messages  without  wires.  With  regard  to  messages  con- 
tained in  bottles  found  in  the  sea,  he  said  that  during  the  past 
quarter  of  a  century  he  had  not  known  of  a  single  instance  in 
which  intelligence  brought  in  one  of  those  bottles  was  trustworthy. 
In  conclusion,  the  lecturer  said  that  young  men  in  England  did 
not  pay  sufficient  attention  to  technical  education  and  foreign 
languages,  and  Lloyd's  were  driven  against  their  will  to  employ 
foreigners.  British  commercial  supremacy  was  seriously  threatened 
by  Continental  nations,  and  he  urged  Englishmen  to  study  foreign 
languages  in  order  to  cope  successfully  with  their  competitors. 

Nearly  every  form  of  maritime  risk  can  be  covered 
at  Lloyd's,  provided  that  the  requisite  payment  for 
premium  be  forthcoming.  But  the  shipowners  them- 
selves find  it  expedient  to  join  protecting  clubs  which 
are  Mutual  Insurance  Associations.  These  are  not 
profit -making   institutions,  and   are   considered   to   be 

*  A  discussion  of  this  important  subject  will  be  found  in  the 
Appendix  on  Telegraphs,  p.  249. 
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capable  of  affording  their  members  protection  against 
various  risks  on  more  advantageous  terms  than  can 
be  obtained  elsewhere.  They  are  controlled  by  manag- 
ing committees  of  shipowners,  who  consider  the  claims 
of  the  members. 

Many  well-known  legal  authorities  have  spoken  of 
underwriting,  in  connection  with  policies  of  marine 
insurance,  as  being  a  bet  or  a  wager,  inasmuch  as 
the  underwriter,  without  previous  interest  in  the 
property  insured,  hazards  a  certain  sum  on  the  chance 
that  the  perils  insured  against  will  not  bring  about  a 
loss  to  that  insured  property.  But  the  insured  party 
must  have  a  real  interest  in  the  property  insured.  A 
may  be  aware  that  B  has  a  cargo  loading  for  some 
foreign  part,  but  A  cannot  act  on  that  knowledge  and 
effect  a  policy  of  marine  insurance  to  cover  the  value 
of  the  cargo  in  question  on  his  own  account.  Should 
the  cargo  of  B  be  lost,  A  would  not  be  a  pecuniary 
sufferer  thereby ;  he  has  no  real  interest  in  its  safety, 
and  may  not  for  any  reasons  of  his  own  insure  against 
the  risk  of  its  loss.  Such  an  engagement,  were  it 
permitted,  would  be  purely  of  the  nature  of  a  wager 
both  on  the  part  of  A  and  of  the  insurer. 

Formerly  marine  insurance  was  productive  of  a 
great  number  of  wager  policies.  The  same  goods 
were  insured  several  times  over,  and  insurances  were 
also  effected  where  there  was  absolutely  no  interest 
on  the  part  of  the  insured  apart  from  the  policy. 
Statutes  now  exist  against  wagering  policies,  and  the 
law  affords  no  assistance  in  recovering  under  such 
engagements.  They  are  quite  at  variance  with  true 
commercial  principles,  though  it  is  considered  a  point 
of  honour  on  the  part  of  underwriters  who  have 
accepted  premiums  for  them  to  pay  when  called  upon 
according  to  the  terms  of  covenant. 
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In  marine  insurance  every  policy  is  either  "  open  " 
policy  or  "valued."  In  the  case  of  the  former,  the  real 
value  has  to  be  proved.  In  that  of  the  latter,  it  is 
settled — that  is,  it  is  definitely  determined  before  the 
policy  is  effected,  and  is  specified  in  it.  Preference  is 
given  to  valued  policies,  because  experience  shows  that 
the  calculations  necessary  for  arriving  at  the  value  of 
the  loss  incurred  on  an  open  policy  usually  take  con- 
siderable time,  and  the  process  is  ordinarily  rather  com- 
plicated. Sometimes  a  valued  policy  is  effected  for 
rather  more  than  the  actual  worth  of  the  property 
insured,  but  as  long  as  there  is  no  gross  over 
valuation  with  fraudulent  intent,  this  is  considered 
immaterial.  The  underwriters  take  the  risk,  knowing 
that  the  valuation  may  be  somewhat  in  excess  of  the 
actual  worth  of  the  property.  The  larger  it  is,  the  more 
premium  they  are  paid,  and  they  know  that,  in  ordin- 
ary circumstances,  a  policy  of  marine  insurance  does 
not  lend  itself  to  fraud  as  readily  as  a  fire  policy 
effected  on  land.  There  is  not  that  same  absolute 
necessity  for  taking  measures  whereby  the  insured 
shall  not  receive  more  than  is  calculated  to  reinstate 
him  in  event  of  loss.  So  many  losses  of  different 
nature  arise  at  sea  that  a  party  taking  out  an 
ordinary  policy  of  marine  insurance  cannot  expect 
to  cover  himself  against  them  all.  It  must  be  shown 
in  event  of  loss  that^one  of  the  perils  specified  in  the 
policy  has  occurred,  and  further,  that  this  has  brought 
about  the  loss  within  the  time  covered  by  the  policy, 
and  is  one  not  exempted  by  its  specified  conditions. 

The  simplest  form  of  marine  insurance  is  that 
effected  by  an  ordinary  F.  P.  A.  policy.  The  three 
letters  denote  "free  from  particular  average."  The 
underwriters  to  one  of  these  only  insure  against  the 
total  loss  of  the  interest  insured. 
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Particular  average  has  been  ^  defined  as  meaning 
every  kind  of  expense  or  damage  short  of  a  total 
loss  as  regards  a  particular  concern,  which  loss  is 
sustained  alone  by  the  proprietor  of  that  concern. 

Two  things  are  denoted  by  the  term  "general 
average  " : — 

I.  A  loss,  whether  total  or  partial,  voluntarily  incurred  for  the 
safety  of  all,  to  which  all  concerned  contribute  generally  ;  or,  2. 
The  contribution  made  by  each  party  to  such  a  loss.* 

Great  complications  arise  from  the  difficulty  of  satis- 
factorily determining  the  losses  that  come  under  general 
average,  and  much  has  been  written  on  the  matter.  It 
is  a  constant  source  of  litigation. 

The  extent  of  the  exemption  of  the  underwriters 
from  "  particular  average "  should  be  looked  for  at  the 
end  of  the  policy.  There  the  articles  are  specified 
concerning  which  they  recognise  no  liability  in  event 
of  any  loss  other  than  a  general  one,  unless  the  ship 
be  stranded ;  and  also  those  articles  concerning  which 
they  do  not  accept  liability  in  event  of  losses  on  the 
same  within  the  limits  of  a  specified  percentage,  unless 
the  loss  be  general,  or  the  ship  be  stranded,  sunk,  or 
burnt. 

Mr  T.  E.  Scrutton,  in  his  book  The  Elements  of 
Mercantile  Law,  has  been  at  some  pains  to  explain  the 
ordinary  memorandum  which  appears  on  marine  policies 
as  to  the  underwriters'  liability  for  particular  average, 
viz. : — 

Free  from  all  average  on  corn,  flour,  fish,  salt,  fruit,  and  seed, 
unless  general,  or  the  ship  be  stranded.  Free  from  average  on 
sugar,  rum,  hides,  skins,  hemp,  flax,  rice,  and  tobacco,  under  five 
per  cent.,  and  on  all  other  goods,  the  ship  and  freight  under  three 
per  cent.,  unless  general,  or  the  ship  be  stranded,  sunk,  or  burnt. 

*  See  Tysers'  Marine  Insurance  Losses,  chap,  iv.,  "  General 
Average." 
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After  remarking  that  "  any  person  set  down  to  make 
out  by  the  light  of  nature  what  that  meant  might  find 
considerable  difficulty  in  understanding  it,"  he  affords 
an  explanation,  concluding  as  follows  :  — 

As  to  the  last  part  of  the  clause,  the  effect  is  that  unless  the 
ship  is  stranded  the  underwriter  is  not  liable  for  a  loss  which  is 
under  5  per  cent,  of  the  whole  value  on  the  first  head  of  goods 
enumerated,  or  under  3  per  cent,  on  the  ship  or  freight.  If  the 
ship  is  '  stranded,  sunk,  or  burnt,'  the  underwriter  at  once  becomes 
liable  for  all  such  losses  under  5  per  cent.,  or  3  per  cent.,  though 
such  losses  may  not  have  been  caused  by  the  stranding,  or  the 
sinking  or  the  burning.  The  memorandum  practically  frees  the 
underwriter  from  liabilities  for  small  losses  unless  something 
serious  has  happened  to  the  ship  such  as  stranding,  or  sinking,  or 
burning  ;  and  then  presumably  the  idea  is,  something  serious 
having  happened,  too  minute  a  line  will  not  be  drawn  as  to  the 
consequences  of  that  stranding,  sinking,  or  burning,* 

The  facsimile  of  a  valued  policy  of  marine  insur- 
ance (pp.  168,  169),  inserted  by  kind  permission  of  the 
Corporation  of  the  Royal  Exchange  Assurance,  may  be 
studied  in  connection  with  Mr  Scrutton's  remarks. 

Sometimes  underwriters  have  to  deal  with  a  "  salvage 
loss."  Generally  interpreted  a  salvage  loss  is  one  which 
would  have  been  total  had  not  some  special  efforts  been 
made,  which  rendered  it  partial.  The  cost  of  assistance 
to  a  disabled  vessel  is  a  salvage  loss.  So  is  loss  incurred 
by  the  sale  of  the  cargo  for  what  it  would  fetch  at  some 
port  other  than  that  of  the  ship's  destination.  This 
periodically  happens  when  the  condition  of  the  vessel 
has  made  it  unsafe  to  proceed  further. 

In  this  connection  we  reach  the  subject  of 
Hypothecation.  The  term  is  used  frequently  by  com- 
mercial men.  It  has  still  no  well-defined  meaning  in 
English  law,  but  in  its  practical  significance  it  means  the 

*  T^e  Elements  of  Mercantile  I^aw^  by  T.  E.  Scrutton,  chap, 
vii.,  p.  219. 
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pledging  of  the  value  of  a  ship,  of  the  freight  to  be 
earned  by  the  carriage  of  the  cargo,  or  of  the  cargo 
itself,  to  an  extent  not  exceeding  the  actual  value  of  the 
same  and  sufficient  in  the  opinion  of  the  shipmaster  to 
put  his  vessel  in  a  fit  condition  to  complete  her  voyage. 
For  a  shipmaster  may  find  in  the  middle  of  his  voyage 
that  his  vessel  has  become  so  unseaworthy  as  to  en- 
danger its  loss  and  that  of  the  cargo.  His  first  duty 
is  if  possible  to  communicate  with  the  owners  in  order  to 
give  them  the  power  of  furnishing  him  with  funds  for 
necessary  repairs.  But  communication  is  not  always 
possible.  Accordingly,  a  shipmaster  is  invested  with 
power  of  hypothecating.  He  enters  into  a  bond  with  a 
money-lender,  who  thus  acquires  a  right  against  the 
ship  to  be  enforced  at  the  end  of  the  voyage.  Such  a 
bond  is  termed  a  bottomry  bond,  because  the  keel  or 
bottom  of  the  ship  is  made  liable  for  the  repayment  of 
the  money  in  the  event  of  her  safe  arrival  at  her 
destination. 

Sometimes  the  ship,  freight,  and  cargo  are  all 
hypothecated  together.  The  law  is,  however,  that  the 
cargo  shall  be  always  favoured  at  the  expense  of  the 
ship,  and  cannot  be  pledged  unless  ship  and  freight  be 
pledged  with  it.  Hypothecation  is  a  matter  of  great 
responsibility,  and  the  shipmaster  must  use  his  judgment 
carefully  with  regard  to  it.  He  has  the  power  because 
he  is  necessarily  the  agent,  and  must  do  his  best  for  his 
principals,  but  when  he  can  communicate  with  his  owners 
his  responsibility  is  removed,  and  he  cannot  have  recourse 
to  hypothecation  before  communicating  with  them. 

A  bond  may  be  given'*(i)  on  the  ship,  (2)  on  the 
ship  and  freight  without  cargo,  (3)  on  the  ship  and 
cargo  without  freight,  but  it  may  not  be  given  on  the 
cargo  alone. 

To   quote  the   words   of   Lord    Tenterden,   "  Some 
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regard  may  be  allowed  to  the  interest  of  the  ship  and  of 
its  owners,  but  the  interest  of  the  cargo  must  not  be 
sacrificed  to  it."  There  have  been  various  legal  rulings 
to  the  effect  that  the  master  cannot  bind  the  cargo  for 
such  repairs  to  the  ship  as  are  not  productive  of,  or 
calculated  to  produce,  benefit  to  the  cargo.  That  which 
is  hypothecated  must  be  in  danger  of  perishing  by 
maritime  risk  during  the  time  that  the  bond  is  running.* 
A  bond  of  this  kind  takes  precedence  of  all  claims  on 
the  shipowners  except  those  of  wages. 

No  shipmaster  must  raise  money  by  a  bond  of  the 
kind  described,  if  he  can  raise  it  on  the  personal  credit 
of  his  owners.  It  is  a  resource  to  be  made  use  of  in  the 
last  extremity  only.  But  he  may  be  in  a  place  where 
his  owners  are  practically  or  totally  unknown,  and  from 
which  he  cannot  communicate  with  them  readily.  It  is 
at  all  times  his  duty  to  do  the  best  that  he  can  for  their 
interests,  and  his  power  of  hypothecation  is  calculated  to 
benefit  them  in  such  circumstances.  But  if  he  hypothe- 
cate the  cargo  without  previous  communication  with  his 
owners,  when  it  is  reasonably  practical  for  him  to  so 
communicate,  then  the  bond,  although  given  and  taken 
in  good  faith,  is  not  binding  on  the  cargo. 

Hypothecation  is  less  resorted  to  than  it  used  to  be 
for  the  reason  that  communication  with  owners  is  so  much 
more  readily  effected,  and  other  means  of  payment  for 
repairs  and  assistance  required  are  found  in  many  cases 
to  be  more  expedient. 

*  See  Ashburner's  Treatise  on  Mortgages :   "  When  Cargo  can 
be  Bound,"  chap.  xiii. 


CHAPTER    XIII 

TARIFFS,  CUSTOMS,  AND   EXCISE 

It  has  been  necessary  to  refer  constantly  to  various 
restrictions,  in  the  forms  of  legal  regulations,  which 
have  been  imposed  upon  trade  and  traders  by  our 
Government.  Consideration  must  now  be  given  to  the 
duties  levied  and  the  mode  of  collection. 

The  table  of  duties  of  each  country  is  termed  the 
Tariff,  and  according  to  whether  these  be  levied  on 
imported  or  exported  goods  they  come  under  the  head- 
ing either  of  the  Import  or  Export  Tariff.  Those 
levied  internally  go  to  form  the  Inland  Tariff. 

A  knowledge  of  the  tariffs  of  other  countries  is  of 
great  importance  to  any  trader  desirous  of  doing  an 
export  business.  He  may  realise  that  he  is  in  a 
position  to  deal  to  advantage  with  goods  in  his  own 
country,  but  before  he  can  take  steps  towards  trading 
elsewhere,  he  must  ascertain  the  extent  to  which  the 
markets  are  open  to  him.  For  instance,  should  his 
calculations  lead  him  to  believe  that  he  can  make 
in  England  an  article  25  per  cent,  cheaper  than 
one  of  a  similar  kind  can  be  made  in  some  other 
country,  it  would  be  to  no  purpose  were  he  to  send 
that  article  over  there  for  sale,  if  the  import  tariff 
for   it  exceeded,  say   30   per  cent.     The  import  tariff 
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rate  on  several  articles  does  exceed  that  percentage 
in  some  of  our  own  colonies  as  well  as  in  other 
lands. 

On  the  other  hand,  as  some  countries  impose  par- 
ticularly heavy  taxes  for  the  purpose  of  protecting 
special  industries,  it  may  be  that  while  articles  of  a 
certain  kind  are  shut  out  by  a  heavy  tariff,  there  is  little 
or  no  duty  in  the  same  place  on  those  of  another  kind. 
If  a  country  which  adopts  protective  principles  needs 
iron  and  coal  urgently  for  its  use  and  manufactures,  the 
tendency  will  be  for  its  Government  to  admit  them 
without  the  bar  of  a  high  protective  import  tariff.  But, 
on  the  other  hand,  if  sugar  can  be  manufactured  there 
without  much  difficulty,  the  Government  of  that  country 
is  likely  to  hinder  sugar  importation  by  means  of  a 
heavy  import  duty.  The  extreme  importance,  there- 
fore, of  an  acquaintance  with  tariffs  of  other  nations  is 
clearly  apparent. 

Commercial  treaties  are  continually  being  effected 
between  two  countries,  with  a  view  to  regulating  par- 
ticular tariffs  for  mutual  interests.  "  Lower  your  import 
tariff  on  the  wines  of  our  country,"  the  authorities  in 
power  will  say,  "  and  we  in  return  will  reduce  our  tariff 
on  the  oil  which  yours  produces."  England,  however, 
having  adopted  a  Free-Trade  policy,  has  to  offer  other 
inducements  if  desirous  of  a  tariff  concession,  as  her 
ports  are  open  to  the  produce  of  the  world,  with  a  few 
exceptions  made  on  the  gr(5und  of  revenue  and 
morality. 

A  trader  wishing  to  ascertain  the  lowest  cost  at 
which  he  can  afford  to  sell  his  commodities  abroad 
must  not  be  content  with  ascertaining  the  import  tariff 
on  them  alone.  It  frequently  happens  that  they  must 
be  subjected  to  further  duties  before  they  will  be 
allowed  to  be  carried  to   places  in  the  interior.     The 
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Octroi  *     system     of    levying    town    dues     is     largely 
practised. 

Hitherto  but  little  has  been  done  in  connection 
with  commercial  education  in  Great  Britain,  to  afford 
information  as  to  the  tariffs  of  other  nations.  But, 
even  without  schools  and  classes,  there  are  certain 
sources  of  inquiry  open  to  the  general  public.  For 
instance,  there  is  in  existence  at  Brussels  an  Inter- 
national Customs  Bureau,  which  collects  and  periodi- 
cally publishes  information  about  the  tariffs  of  the 
various  countries.  England  subscribes  largely  to  this 
institution,  and  receives  tariff  information  accordingly. 
This  reappears  in  a  large  measure  in  the  Board  of 
Trade  Journal,  now  published  weekly  at  a  penny. 
Further  information  can  be  obtained  from  the  Com- 
mercial Intelligence  Branch  of  the  Board  of  Trade, 
situated  at  present  at  50  Parliament  Street,  the  purpose 
of  which  is  sufficiently  explained  in  the  following  para- 
graphs : — 

The  Intelligence  Branch  of  the  Commercial  Department  of  the 
Board  of  Trade  has  been  established  with  a  view  to  meet  the 
constantly  increasing  demand  for  prompt  and  accurate  information 
on  commercial  matters,  so  far  as  it  can  be  met  by  Government 
action.  In  deciding  to  establish  this  new  branch,  the  Board  of 
Trade  were  largely  influenced  by  the  recommendations  contained 
in  the  Report  of  a  Departmental  Committee  composed  not  only 
of  representatives  of  the  various  Government  Departments 
concerned,  but  also  of  prominent  representatives  of  commercial 
interests,  which  was  appointed  in  July  1897.  The  committee 
referred  to  was  requested  to  consider  and  advise  (i)  as  to  the 
best  means  of  collecting  and  of  disseminating  among  those 
interested    prompt    and    accurate    information   upon   commercial 

*  An  import  levied  at  the  entrance  gates  of  French  towns  and 
cities  on  produce  brought  in  for  use.  Its  suppression  has  frequently 
been  discussed  in  the  Chambers,  but  no  alternative  considered  to 
l^g  satisfactory  has  been  suggested. 
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subjects,  and  (2)  as  to  the  collection  of  samples,  especially  of 
goods  of  foreign  manufacture  competing  with  British  productions, 
and  the  exhibition  of  such  samples  to  manufacturers  and  traders 
in  this  country.  As  a  result  of  their  deliberations  the  committee 
recommended  under  head  (i)  the  establishment  of  a  new  office, 
under  the  Board  of  Trade,  on  lines  which  the  Board  have  followed 
generally  in  the  creation  of  the  Intelligence  Branch,  and  this 
branch  is  consequently  intended  to  become  a  centre  at  which 
information  on  all  subjects  of  commercial  interest  shall  be  collected 
and  focussed  in  a  form  convenient  for  reference.  In  addition,  it  is 
the  duty  of  the  branch,  as  far  as  circumstances  permit,  to  afford 
information  in  reply  to  all  inquiries  on  commercial  matters  which 
may  be  addressed  to  it,  whether  written  or  verbal. 

The  office  .  .  .  was  opened  on  the  23rd  October  1899 ; 
its  principal  officer  (under  the  Controller-General  of  the 
Commercial,  Statistical,  and  Labour  Departments  of  the  Board 
of  Trade)  being  Mr  T.  Worthington,  who  recently  acted  as 
Special  Commissioner  to  the  Board  in  an  inquiry  into  the 
condition  and  prospects  of  British  trade  in  certain  South 
American  countries.  The  "Intelligence  Branch"  will  endeavour, 
on  application  being  made  to  it,  to  supply  information  with  regard 
to  the  following  subjects,  viz. : — Commercial  Statistics;  Matters 
relating  to  Foreign  and  Colonial  Tariffs;  Excise  and  "  Consump- 
tion "  duties;  Port^  Harbour^  and  Tonnage  dues,  and  other  charges 
on  Shipping;  Custo?ns  Regulations;  Consular  Fees;  Forms  of 
Certificates  of  Origin;  Regulations  concerning  Commercial 
Travellers;  Trading  Licenses;  Foreign  and  Colonial  Contracts 
open  to  Tender;  Foreign  and  Colonial  Bounties;  Lists  of  Firms 
engaged  in  particular  lines  of  business  in  dijfferent  localities,  etc., 
etc.  An  Inquiry  Room,  at  which  copies  of  official  publications, 
directories,  and  other  works  of  reference  may  be  consulted,  is 
reserved  at  the  offices  of  the  branch  for  the  convenience  of 
personal  applicants. 

The  Board  of  Trade  Journal  is  the  principal  medium 
through  which  intelligence  collected  by  the  branch  and  intended 
for  general  information  is  conveyed  to  the  public.  The  journal, 
which,  up  to  the  close  of  1899,  was  issued  monthly  at  the  price 
of  6d.,  is  now  issued  weekly  at  the  price  of  id. 

The  foregoing  extract  is  taken  from  the  Board  of 
Trade  Journal,  and  it  should  be  clearly  understood,  as 
is   acknowledged   in   the   intimation   conveyed   by   the 
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Board  of  Trade,  that  it  is  not  a  favour  on  the  part  of 
this  office  of  commercial  intelligence  to  afford  tariff  in- 
formation— it  is  its  duty. 

Chambers  of  Commerce,  about  which  more  will  have 
to  be  said,  are  not,  like  this  office,  supported  by  rates 
and  taxes,  but  by  private  subscription.  It  is  for  their 
regular  subscribers,  accordingly,  to  exact  intelligence  from 
them,  and  for  others  to  request  it  as  a  matter  of  courtesy. 

The  study  of  the  tariffs  of  other  nations  is  to  some 
extent  introduced  into  the  curriculum  of  the  commercial 
education  institutions  of  Germany.  There  it  is  con- 
sidered of  supreme  importance  to  teach  not  only  how 
to  trade  but  also  where  to  trade.  If  this  principle  were 
adopted  in  our  own  commercial  schools.  Government, 
as  has  been  already  indicated,  would  be  in  a  position  to 
afford  facilities  for  the  study.- 

The  two  departments  appointed  for  the  collection 
of  duties  in  the  United  Kingdom  are  respectively : 
)i)  His  Majesty's  Board  of  Customs,  and  (2)  His 
Majesty's  Board  of  Inland  Revenue.  The  former  collects, 
the  dues  levied  on  imported  or  exported  commodities,, 
and  the  latter  regulates  the  working  of  the  Excise  De- 
partment, which  collects  the  duties  levied  on  articles 
produced  and  consumed  within  the  kingdom  ;  also  the 
costs  of  various  licenses  and  of  railway  passenger  duties. 

The  two  departments  of  Customs  and  Excise  are 
mutually  independent.  Certain  regulations  govern  the 
conduct  of  the  officials  of  both  bodies,  however,  and 
they  constantly  have  to  receive  goods  from  each  other 
for  the  security  of  the  Crown,  and  to  transmit  docu- 
ments likewise.  But  the  onus  of  responsibility  goes 
with  the  transfers  of  goods  or  papers ;  and  the 
department  receiving  the  goods  deals  with  them  with- 
out reference  to  the  restrictions  to  which  they  have 
already    been    subjected.       The    departments    receive 
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some  work  from  each  other,  but  they  do  not  work 
together.  As  their  tables  of  accounts  show,  either 
department  has  to  collect  a  certain  amount  of  revenue 
on  behalf  of  the  other  and  hand  it  over. 

It  has  always  been  difficult  for  officers  of  the  Crown, 
whether  connected  with  the  Customs  or  the  Excise,  to 
convey  the  impression  that  their  actions  are  for  the 
protection  of  the  revenue,  and  that  they  perform  them 
strictly  in  accordance  with  instructions.  It  may  not  be 
disputed  that  they  are  allowed  to  use  a  certain  amount 
of  discretion  in  dealing  with  particular  cases,  but  on 
main  lines  they  have  their  code  of  instructions  to  follow 
and  know  that  if  they  depart  from  it  they  are  likely  to 
be  severely  called  to  account.  It  is  difficult  for  those 
who  are  unacquainted  with  commercial  routine  to 
realise  how  largely  the  Government  might  be  defrauded 
of  revenue,  were  the  conditions  of  inspection  relaxed 
even  for  a  few  hours.  No  working  day  passes  in  which 
processes  are  not  effected  of  brewing,  distilling,  and  the 
manufacture  of  tobacco  for  sale  purposes,  all  of  which 
require  excise  supervision.  Neither  is  there  a  day  of 
general  employment  in  which  goods  to  the  value  of 
several  thousands  of  pounds  are  not  required  to  be 
taken  out  of  bond,  thereby  necessitating  payments  of 
duty  often  far  exceeding  the  actual  value  of  the  goods 
themselves  to  the  custom-house  officials. 

In  dealing  with  Crown  officials,  however,  civility 
begets  civility,  and  confidence  gains  confidence,  just  as 
happens  throughout  the  whole  range  of  commercial 
intercourse,  and  those  who  uniformly  exercise  them  are 
certain  to  reap  the  benefit.  A  custom-house  or  inland- 
revenue  official  may  not  depart  from  regulations,  but 
he  may  be  induced  by  good  feeling  towards  those  with 
whom  his  duties  bring  him  into  contact,  to  do  more  for 
them  than  his  obligations  require ;  he  may  take  pains 
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on  their  behalf,  to  afford  them  special  information,  or 
to  put  them  into  the  way  of  acquiring  it,  thus  saving 
them  much  time  and  trouble. 

The  laws  and  regulations  of  both  the  services, 
though  traders  may  not  readily  believe  it,  are  so  framed 
that,  in  addition  to  protecting  the  revenue,  they  afford 
protection  to  the  trader  who  conducts  his  business 
legitimately  by  preventing  unlawful  competition. 
The  excise  service  in  particular  is  regarded  by 
many  with  extreme  dislike  because  of  the  enforced 
inspections  constantly  occurring  of  premises  where 
goods  of  a  dutiable  nature  are  sold  or  manufactured. 
These  are  of  necessity  so  unremitting  that  a  trader 
is  apt  to  conceive  the  erroneous  impression  that  the 
officers  are  actuated  purely  by  desire  of  gain  in  the 
form  of  Government  rewards  for  detection  of  illicit 
sale  or  manufacture,  whereas  they  are  in  reality 
merely  performing  functions  which,  if  neglected,  would 
bring  upon  them  the  censure  of  their  superiors  in 
office.  The  excise  officials  have  to  exercise  a 
constant  watch  over  home  manufactures  to  see  that 
nothing  dutiable  is  illicitly  produced,  and  that  no 
regulations  are  infringed.  They  check  any  illegal 
reduction  of  the  strength  of  spirit  and  restrict  unlaw- 
ful additions  in  tobacco  manufacture.  They  super- 
vise the  making  of  methylated  spirit,  and  guard  against 
illicit  distillation,  and  keep  a  close  eye  on  brewing 
operations.  Their  duties,  as  well  as  those  of  the  custom- 
house officials,  have  been  greatly  extended  of  late  years 
on  account  of  the  increased  volume  of  trade. 

In  the  year  19CX)  there  arose  many  complaints 
that  goods  shipped  to  London  were  not  delivered 
quickly  enough  after  arrival.  Accordingly,  a  Royal 
Commission  was  appointed  to  inquire  into  the  present 
administration  of  the  port  of  London,  and  the  water 
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approaches  thereto,  the  adequacy  of  the  accommoda- 
tion provided  for  vessels,  and  the  loading  and  unload- 
ing thereof,  the  system  of  charge  for  such  accommodation, 
and  the  arrangements  for  warehousing  dutiable  goods, 
and  to  report  whether  any  change  or  improvement  in 
regard  to  any  of  these  matters  is  necessary  for  the 
promotion  of  the  trade  of  the  port  and  the  public 
interest.  On  the  King's  accession  the  Commission 
was  reappointed  with  a  slight  change  of  personnel,  and 
its  report  has  still  to  be  presented.  Meantime,  it  is 
interesting  to  read  a  portion  of  the  evidence  given  by 
the  Surveyor-General  to  the  Board  of  Customs.  It 
affords  concise  information  anent  the  working  of  the 
customs  department,  and  the  accommodation  given  by 
bonded  warehouses. 

"  Mr  J.  Fleming,  Surveyor-General  to  the  Board  of  Customs,  was 
called  to  state  the  arrangements  for  warehousing  dutiable  goods. 
He  said  that  for  the  purposes  of  the  Customs  Department  the  goods 
brought  into  this  country  might  be  divided  into  three  classes  : 
(i)  free  goods,  (2)  goods  in  transit  to  another  country,  and  (3)  goods 
liable  to  duty.  Customs  duties  were  chargeable  on  chicory,  cocoa, 
coffee,  dried  fruits,  spirits,  tea,  tobacco,  and  wine,  and  a  few  other 
articles  of  no  great  importance,  such  as  beer,  chloroform,  ether,  etc. 
A  merchant  had  the  option  of  either  paying  duty  on  his  goods  at 
the  time  of  landing,  or  of  warehousing  them  until  required  for  home 
use  or  exportation.  Where  the  duty  was  high,  or  the  goods  were 
such  as  might  probably  find  a  market  abroad,  merchants  usually 
warehoused  them  under  bond,  as  drawbacks  were  not  allowed  by 
law  except  for  British  manufactured  tobacco,  British  compounded 
spirits  and  liqueurs,  beer,  and  roasted  coffee.  In  practice,  nearly 
all  dutiable  articles  were  lodged  in  a  bonded  warehouse,  clarets 
and  other  light  wines  on  which  the  duty  was  low,  and  which  were 
not  much  required  for  exportation,  being  the  most  important  excep- 
tions. On  these  duty  was  usually  paid  on  landing,  and  they  were 
at  once  delivered  out  of  charge.  Tea,  coffee,  cocoa,  and  dried  fruit 
were  allowed  to  be  taken  into  warehouse  and  weighed  and  tared 
there,  where  the  work  could  be  better  performed  without  injury  to 
the  goods.  Tobacco  was  also  weighed  in  the  warehouse  of  deposit, 
but  tobacco  and  cigars  intended  for  warehousing  at  Crutched-friars 
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or  Haydon  Square  were  weighed  gross  before  removal  from  the 
landing  place.  Wines,  spirits,  and  tobacco  were  the  goods  which 
were  supposed  to  offer  most  temptation  to  the  men  about  the  docks 
and  wharves,  and  as  the  duties  on  these  articles,  especially  the  duties 
on  spirits  and  tobacco,  were  very  high,  great  care  had  to  be  taken 
to  guard  against  pilfering  before  the  Crown's  account  had  been 
recorded.  After  that  had  been  done  the  warehouse-keeper  was 
responsible  under  his  bond  for  the  quantity  deposited  with  him. 
When  the  long  list  of  wharves,  quays,  and  warehouses  in  London, 
with  all  their  concessions  and  privileges  as  regarded  dealing  with 
various  kinds  of  goods  was  examined,  it  would  be  found  that  the 
Customs  Department  did  not  stand  in  the  way  of  commerce  more 
than  was  necessary.  The  peculiar  disadvantage  of  the  Port  of 
London  was  that  the  deep  water  required  by  large  modern  vessels 
was  far  away  down  the  river,  at  a  distance  from  the  warehouses  and 
the  centres  of  the  markets.  He  was  quite  convinced  that  that  was 
the  real  disadvantage  London  suffered  under  as  compared  with 
other  big  ports.  It  was  absolutely  necessary  to  have  the  warehouses 
close  to  the  markets  where  the  merchants  were.  At  the  same  time 
they  must  have  big  ships  where  there  was  deep  water,  hence  the 
building  of  the  new  docks — the  Victoria,  Royal  Albert,  and  Tilbury 
Docks.  There  were  no  warehouses  at  all  at  the  Tilbury  Docks, 
nothing  but  sheds.  There  were  no  warehouses  at  the  Royal  Albert 
Docks,  and  at  the  Victoria  Docks  there  were  only  warehouses  for 
tobacco,  grain,  and  for  a  very  small  trade  in  spirits  and  wine.  Rail- 
way trucks  and  road  vans  secured  by  Crown  locks  were  also 
allowed  to  be  extensively  employed  for  the  conveyance  of  dutiable 
goods  which  had  not  been  weighed  and  brought  to  account,  and  of 
packages  of  valuable  free  goods  which  the  importer  wished  to  have 
opened  and  examined  at  the  warehouse  of  deposit  instead  of  at  the 
place  of  landing.  All  kinds  of  goods,  free  or  dutiable,  might  be 
discharged  from  an  importing  vessel  between  6  A.M.  and  6  P.M. 
without  the  shipowner  or  merchant  becoming  liable  to  pay  for  the 
attendance  of  Customs  officers.  When  cause  could  be  shown, 
there  was  no  difficulty  in  obtaining  permission  to  discharge  through- 
out the  night  ;  but  in  that  case  the  person  desiring  to  do  so  must 
pay  the  Customs  officers  for  their  attendance  during  the  overtime 
hours  according  to  a  fixed  rate,  depending  upon  the  rank  of  the 
officer  required.  There  was  not  a  night  in  the  year,  except  perhaps 
Sunday,  during  which  ships  did  not  discharge  all  night  long  at 
Tilbury  and  other  docks.  The  expense  of  so  discharging  was  borne 
by  the  shipowners. 
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"  Sir  Robert  Giffen  presumed  that  in  this  matter  London  was  not 
in  a  different  position  to  other  ports.  The  witness  said  that  ship- 
owners wishing  to  discharge  cargo  at  night  at  other  ports  had 
exactly  the  same  amount  to  pay.  A  shipowner  in  Liverpool  was 
just  as  ready  to  resort  to  overtime  as  one  in  London  was.  In 
London,  however,  more  dutiable  goods  were  discharged  than  at 
other  ports.  Clearance  and  delivery  of  free  goods  might  be 
obtained  at  any  time  when  the  ship  was  working.  Should  the 
goods,  however,  be  dutiable  the  Crown  did  not  undertake  to  bear 
the  expense  of  bringing  them  to  account  except  between  the  hours 
of  8  A.M.  and  4  p.m.  from  March  i  to  October  31,  and  9  a.m.  and 
4  P.M.  from  November  i  to  the  last  day  of  February.  These  were 
the  authorised  hours  during  which  bonded  warehouses  in  London 
might  remain  open,  and  weighing,  gauging,  etc.,  proceeded  with- 
out charge  to  the  merchant.  As  a  matter  of  fact  many  warehouses, 
especially  those  containing  tea,  dried  fruit,  and  coffee,  were  in  their 
busy  seasons  kept  open  much  later  than  4  o'clock,  but  in  such  cases 
the  merchant  or  warehouse  proprietor  paid  the  Customs  officers  for 
the  extra  attendance.  If  the  work  to  be  performed  was  that  of  an 
examining  officer  the  rate  per  hour  was  2s.,  or  in  some  instances 
2s.  6d.,  if  that  of  an  assistant  is.,  if  only  that  of  a  watcher  6d.  Per- 
mission to  keep  the  bonded  warehouses  open  beyond  the  regular 
hours  upon  those  terms  was  a  concession  to  the  wants  of  particular 
trades  of  far  greater  value  to  them  than  the  cost  incurred.  Many 
proofs,  indeed,  could  be  given  of  the  readiness  of  the  Board  of 
Customs  to  grant  special  facilities  when  bond  fide  required  by  the 
representatives  of  any  trade,  whether  old  or  new."  * 

The  term  "  drawback,"  mentioned  by  Mr  Fleming  in 
his  evidence,  means  a  repayment  to  the  proprietor  of  a 
proportion  of  the  duty  payable  on  certain  goods,  de- 
posited in  a  warehouse,  or  in  the  process  of  exportation. 
The  Government,  with  a  view  to  encouraging  the  export 
trade,  allows  drawbacks  on  duties  on  various  goods,  as, 
for  instance,  on  tobacco,  snufif,  beer,  and  alcohol  in 
various  forms.  Such  allowances  are  nearly  always 
much  less   than  the  original  amount  of  duty  imposed. 

*  These  extracts  from  the  proceedings  of  the  Royal  Commis- 
sion are  taken,  by  courteous  permission,  from  the  Times  news- 
paper, November  9th,  1900. 
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Still,  they  are  sufficient  to  make  a  material  diminution 
of  the  export  prices  of  dutiable  goods  subject  to  draw- 
back as  compared  with  the  import  values  of  the  same. 

Traders  who  ship  goods  on  customs  drawback  have 
to  enter  into  bond.  They  then  hold  themselves  liable 
to  forfeiture  of  a  sum  of  money  should  the  goods  not  be 
duly  shipped,  as  they  would  be  obtaining  the  drawback 
wrongfully  were  they  after  all  to  devote  the  goods  in 
question  to  home  use. 

Reference  has  already  been  made  in  the  chapter  on 
Transit  of  Goods  by  Water  to  the  clearance  of  a  ship  by 
custom-house  officials.  A  shipmaster  has  to  report 
to  the  proper  officer  the  arrival  of  his  vessel  from 
abroad  within  twenty-four  hours  of  coming  into 
any  port  in  the  United  Kingdom.  Then  he  hands 
over  an  account  of  his  cargo,  with  particulars  to  assist 
the  custom-house  officers  in  their  examination,  as  they 
have  to  inspect  the  whole  cargo  more  or  less  minutely 
according  to  its  nature,  so  that  nothing  really  liable  to 
duty  shall  pass  free ;  and  to  see  that  it  all  tallies  with 
the  entries  made  by  the  importers.  After  the  cargo 
has  been  discharged  the  vessel  is  "rummaged,"  that 
is,  examined  to  see  that  nothing  has  been  unlaw- 
fully concealed,  and  the  ship's  stores  are  also  checked. 
Before  taking  in  goods  for  exportation  the  shipmaster 
delivers  to  the  collector  the  certificate  received  of 
the  clearance  inwards  or  coastwise  of  the  ship's  last 
voyage,  together  with  the  outwards  entry  granted  him 
after  that  clearance.  The  custom-house  officers  require 
from  him  within  six  days  after  the  outward  clearance  a 
manifest  containing  particulars  of  all  the  shipped  goods, 
except  those  for  which  bond  has  been  required.  This 
is,  of  course,  calculated  to  protect  the  revenue,  as  they 
are  thereby  able  to  check  the  specifications  of  the  ex- 
porters and  to  see  that  all  proper  charges  have  been  paid._ 
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TABLE  showing  the  Net  Receipt  of  the  Duties  of  Excise  in  the 
years  ended  31st  March  1899  and  1900. 

UNITED    KINGDOM. 
Years  ended  ^isi  March. 


1899. 

1900. 

Inc. 

Dec. 

Allocated  to  the  Exchequer— 

Beer  Duty 

Spirit  Duty 

Licences 

Charges  on  Deliveries  fixnn  Bonded"! 

Warehouses ] 

Railway  Passenger  Duty  . 
Coffee  Mixture  Labels 

Chicory  Duty 

Tobacco  (Home-grown)     . 

Total         .... 

Allocated  to  the  Local  Taxation 
Accounts— 

Beer  Duty 

Spirit  Duty 

Licences* 

Total         .... 

Aooeeoate— 

Beer  Duty 

Spirit  Duty 

Licences*    

Charges  on  Delivery  from  Bonded  \ 

Warehouses / 

Railway  Passenger  Duty  . 
Coffee  Mixture  Labels 

Chicory  Duty 

Tobacco  (Home-grown)     . 

Total         .... 

£ 

11,638,200 

17,109,273 

246,915 

4,443 

308,975 
1,705 
1,427 

£ 

11,887,923 

19,335,360 

249,439 

4,998 

328,160 

1,686 

1,138 

5 

£ 

249,723 

2,226,087 

2,524 

555 

19,185 

6 

£ 

i9 

294 

29,810,938 

31,808,704 

2,497,766 

•• 

447,622 

857,869 

8,799,051 

457,227 

967,787 

8,840,400 

9,605 

109,918 

41,349 

•• 

5,104,542 

5,265,414 

160,872 

12,086,822 
17,967,142 
4,045,966 

4,443 

308,975 
1,705 
1,427 

12,345,150 
20,303,147 
4,089,889 

4,998 

828,160 

1,686 

1,138 

5 

259,828 

2,836,005 

43,878 

556 

19,186 

5 

19 
294 

84,415,480 

87,074,118 

2,668,688 

*  Including  fines  and  penalties  amounting  to  £6,963  for  1898-99,  and  £6,734  for 
1899-1900,  recovered  in  connection  with  Excise  Licences,  the  proceeds  of  which  are 
allocated  to  the  Local  Taxation  Accounts. 

The  fines  and  penalties  in  connection  with  other  Excise  Licences  and  Duties  are 
not  paid  into  Revenue,  but  are  treated  as  "  Appropriatious  in  Aid.." 
18ft 


TABLE  showing  for  England,  Scotland,  and  Ireland,  and  for  the 
United  Kingdom,  the  Net  Receipt  of  the  Duties  of  Excise  in 
the  Ten  Years  ended  31st  March  1900.  {From  the  Forty - 
third  Report  of  the  Commissioners  of  H.M  Inland  Revenue^ 


Years  ended  31st  March. 


Allocated  to  the  Exchequer, 
1891 
1892 


1895 
1896 
1897 
1898 
1899 
1900 

Allocated  to  the  Local  Taxation 
Account.* 

1891 

1892 


1894 


1897 


1899 
1900 


1894 
1895 


1897 
1898 


1900 


Aggregate 


England. 


£ 
14,500,602 
14,925,275 
14,561,300 
14,383,528 
14,772,263 
15,308,758 
15,562,664 
16,081,955 
16,590,549 
17,345,442 


3,913,155 
4,008,841 
4,032,263 
4,090,294 
4,078,195 
4,188,599 
4,266,404 
4,350,834 
4,484,231 
4,615,745 

18,413,757 
18,934,116 
18,593,563 
18,473,822 
18,850,458 
19,497,357 
19,829,068 
20,432,789 
21,074,780 
21,961,187 


Scotland. 


£ 
5,355,317 
5,673,858 
5,708,824 
5,833,218 
6,012,862 
6,325,920 
6,620,255 
6,905,565 
7,320,032 
8,317,276 


442,862 
457,169 
457,299 
461,034 
459,368 
472,898 
481,712 
490,299 
502,817 
521,418 

5,798,179 
6,131,027 
6,166,123 
6,294,252 
6,472,230 
6,798,818 
7,101,967 
7,395,864 
7,822,849 
8,838,694 


Ireland. 


£ 
4,867,998 
5,118,292 
5,013,010 
5,030,115 
5,090,501 
5,192,076 
5,252,177 
5,335,622 
5,400,357 
6,145,986 


98,533 
106,258 
104,371 
104,280 
101,221 
106,973 
110,010 
113,416 
117,494 
128,251 

4,966,531 
5,224,550 
5,117,381 
5,134,395 
5,191,722 
5,299,049 
5,362,187 
5,449,038 
5,517,851 
6,274,237 


United 
Kingdom. 


£ 
24,723,917 
25,717,425 
25,283,134 
25,246,861 
25,875,626 
26,826,754 
27,435,096 
28,323,142 
29,310,938 
31,808,704 


4,454,550 
4,572,268 
4,593,933 
4,655,608 
4,638,784 
4,768,470 
4,858,126 
4,954,549 
5,104,542 
5,265,414 

29,178,467 
30,289,693 
29,877,067 
29,902,469 
30,514,410 
31,595,224 
32,293,222 
33,277,691 
34,415,480 
37.074,118 


*  Including  fines  and  penalties  recovered  in  connection  with  Excise   Licences 
allocated  to  the  Local  Taxation  Accounts. 
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CHAPTER  XIV 

BONDED  WAREHOUSES  AND  DOCKS 

Bonded  warehouses  are  those  in  which  goods  liable  to 
customs  or  excise  duties  are  permitted  to  be  stored. 
The  owners  of  the  goods  enter  into  bond  that  these 
shall  not  be  removed  till  the  duty  be  paid  on  them. 

They  are  so  constructed  and  secured  as  to  be  specially 
difficult  of  access  to  any  but  possessors  of  keys  of  them, 
and  they  have  to  satisfy  various  requirements  relative  to 
construction,  convenience,  and  safety  before  the  Crown 
will  sanction  their  use.  No  proprietor  of  goods  or 
warehouse-keeper  is  permitted  to  enter  them  unaccom- 
panied by  the  officer  of  the  Crown  (customs  or  excise 
as  the  case  may  be)  in  the  execution  of  his  duty. 
They  all  bear  distinctive  names,  numbers,  or  letterings. 

The  proprietors  of  bonded  warehouses  are  respon- 
sible for  the  safety  of  goods  deposited  therein,  and  are 
answerable  to  the  Crown  for  the  duties  on  them.  They 
make  regular  charges  for  the  accommodation.  Large 
numbers  of  these  warehouses  are  owned  by  Dock 
companies. 

Registers  of  the  goods  received  have  to  be  carefully 
kept.  These  are  checked  by  the  officers,  as  are  the 
results  of  all  operations  permitted  on  the  goods  so 
warehoused.  If,  for  instance,  casks  of  wine  there  have 
to   be    poured    into    a    vat,   an   officer    sees    that   the 
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vat  is  empty  at  the  beginning,  and  watches  the 
subsequent  mixing,  and  samples  the  result,  besides 
gauging  its  amount,  so  that  the  strength  may  be 
retested  and  the  quantity  defined  so  as  to  afford  no 
loophole  for  evasion  of  payment  of  duty  by  means  of 
wrongful  abstraction  from,  or  addition  to,  the  contents  of 
the  casks  poured  into  the  vat. 

When  goods  are  intended  to  be  warehoused  without 
payment  of  duty  on  the  first  entry  their  particulars  have 
to  be  entered  on  a  special  form  for  the  purpose,  which  is 
signed  by  the  collector  of  customs  or  other  officer.  This 
then  becomes  the  warrant  for  bonding  and  warehousing 
the  goods. 

Before  goods  may  be  delivered  out  of  warehouse  for 
home  consumption,  the  proprietor  has  to  take  the 
warrant  with  the  description  of  the  goods  as  ware- 
housed to  the  collector,  who  copies  it  in  his  books 
and  certifies  the  receipt.  He  retains  that  portion  of  it 
termed  the  collector's  memorandum,  and  the  rest  of  it, 
after  further  official  inspection,  is  given  to  the  ware- 
house-keeper as  an  authority  to  deliver. 

An  example  of  a  tea  warrant,  with  indications  of  the 
mode  of  filling  up  the  blank  spaces,  will  illustrate  the 
foregoing  paragraphs.  We  first  give  a  warrant  for 
bonding,  to  be  signed  by  the  collector  of  customs,  and 
next,  a  warehouse-keeper's  order,  with  the  memo- 
randum attached  for  the  collector  to  retain. 
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The  subject  of  bonded  warehouses  naturally  leads  to 
that  of  docks,  where  so  many  of  them  are  situated,  and 
where  there  are  found  so  many  other  conveniences  for 
facilitating  commercial  operations.  There,  for  instance, 
are  the  magnificent  appliances  for  the  lading  and  un- 
lading of  vessels,  and  for  the  weighing  and  measuring 
of  the  goods  when  landed. 

Docks  may  be  defined  as  artificial  basins  for  ship- 
ping accommodation.  A  Wet  Dock  is  one  in  which  the 
water  is  maintained  at  a  certain  level  by  walls,  so  that 
tidal  changes  may  not  affect  it,  and  that  the  loading 
and  unloading  of  cargoes  may  be  facilitated  thereby. 

Dry  Docks  are  used  for  repairing  and  examining 
ships.  They  have  arrangements  for  the  withdrawal  of 
the  water  after  the  entrance  of  a  vessel. 

A  stationary  dry  dock  is  called  a  graving-dock. 

There  are  also  dry  docks  called  floating-docks,  which 
are  sunk  and  raised  by  artificial  means. 

At  Liverpool,  which  shares  with  London  and 
Birkenhead  the  reputation  of  possessing  the  best 
docks  in  the  w^orld,  the  dock  accommodation  has  to 
serve  for  the  entire  trade  of  the  port,  owing  to  the 
rapid  current,  and  the  considerable  tidal  rise  and  fall 
of  the  Mersey.  At  London,  however,  vessels  can  be 
berthed  in  the  Thames  with  greater  safety. 

Dock  companies  have  parliamentary  powers  for 
levying  rates  from  vessels.  Every  vessel  that  comes 
into  a  harbour  has  to  pay  harbour  rates,  and  if  it 
passes  into  dock,  it  has  to  pay  dock  rates.  British 
ships  are  rated  according  to  their  tonnage,  as 
registered.  The  register  is  kept  at  "Lloyd's,"  and  it 
has  been  enacted  by  the  Harbours,  Docks,  and  Piers 
Act  of  1847  that  "the  tonnage  of  all  other  vessels 
shall  be  ascertained  according  to  the  Rules  of  Ad- 
measurement for  the   time  being,   established  by   law 
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for  regulating  the  admeasurement  of  the  tonnage, 
and  burthen  of  the  merchant  shipping  of  the  United 
Kingdom." 

Section  47  of  the  same  Act  enforces  that  the  general 
rates  of  all  harbours,  docks,  and  piers  shall  be  made 
public.  This  is  a  very  salutary  measure,  as  otherwise 
there  would  be  much  controversy.     It  reads  : — 

"XLVII.  The  undertakers  shall  from  time  to  time  cause  to  be 
painted  on  boards,  or  to  be  printed  and  attached  to  boards,  in 
large  and  legible  characters,  a  list  of  the  several  rates  for  the  time 
being  payable,  and  shall  cause  such  boards  containing  such  lists  to 
be  fixed  in  front  of  the  principal  office  of  business  of  the  under- 
takers, and  on  some  conspicuous  part  of  the  quays  of  the  harbour, 
dock,  or  pier ;  and  no  rate  shall  be  payable  during  such  time  as 
such  list  is  not  so  affixed,  nor  shall  any  rate  not  specified  in  such 
list  be  payable  :  Provided  always,  that  if  any  such  list  be  destroyed, 
injured,  or  obliterated,  the  rates  shall  continue  payable  during  such 
time  as  may  be  reasonably  required  for  the  restoration  or  repara- 
tion of  such  list,  in  the  same  manner  as  if  such  list  had  continued 
affixed  and  in  the  state  required  by  this  Act." 

The  Royal  Commission  already  referred  to  as 
having  been  appointed  to  inquire  into  the  accommoda- 
tion of  the  Port  of  London  has  been  instrumental  in 
eliciting  much  valuable  information  appropriate  to  the 
present  context.  The  clerk  of  the  London  County 
Council  has  borne  evidence  to  the  enormous  growth 
of  shipping  during  the  past  century,  and,  as  London 
has  so  great  a  share  of  it,  it  may  be  as  well  to 
mention  some  of  the  particulars  thus  afforded  to  the 
public. 

Since  1861  there  has  been  a  tendency  to  build 
larger  vessels,  though  fewer  in  number,  than  were  built 
in  the  earlier  part  of  the  century,  and  the  dock  accom- 
modation has  thus  been  found  inadequate.  It  was 
considerably  enlarged,  but   the  growth  of  the  shipping 
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outstripped    it.      The   statistics   afiforded    go   to    prove 
this  :— 

"Since  1861  the  tonnage  of  shipping  had  gone  on  increasing  in 
very  considerable  degrees,  while  the  number  of  ships  had  propor- 
tionately decreased,  showing  unmistakably  the  tendency  towards 
larger  ships.  The  increase  in  the  dockage  had  not  been  commen- 
surate with  the  requirements  during  this  period.  Up  to  1886 
increase  took  place,  the  construction  of  the  Mil  wall  Docks  and  the 
Royal  Albert  Dock,  additions  to  the  West  India  Docks  and  the 
Surrey  Commercial  Docks,  and  the  construction  of  the  Tilbury 
Docks  being  the  principal  works.  But  shipping  had  again  out- 
stripped the  dockage.  In  1802,  when  the  dock  system  was  first 
instituted,  the  whole  of  the  shipping  was  then  accommodated  in  the 
river.  It  amounted  to  14,577  ships,  with  a  tonnage  of  2,085,351, 
and  was  considered  so  intolerable  an  impediment  to  navigation, 
and  so  injurious  to  shipping,  as  to  induce  Parliament  to  grant 
powers  to  private  companies  to  construct  docks.  In  1899  the  total 
shipping  was  23,711  ships,  with  a  tonnage  of  14,682,971."* 

At  one  time  the  competition  for  traffic  between  the 
dock  companies  of  London  was  very  fierce,  and  the 
shareholders  suffered  in  consequence,  but  this  eventually 
led  to  an  amalgamation  of  three  leading  companies,  viz., 
the  London  Dock  Company,  the  St  Katharine  Dock 
Company,  and  the  Victoria  Dock  Company,  and  in  190 1 
a  further  amalgamation  has  been  witnessed  in  accordance 
with  the  reports  of  the  directors  of  the  two  interested 
companies,  submitted  to  the  proprietors  in  July  1900, 
which  contained  the  following  intimation  : — 

"  The  Bill  for  the  complete  amalgamation  of  the  undertakings 
of  the  London  and  St  Katharine  Docks  Company  and  the  East 
and  West  India  Dock  Company  has  been  carried  through  all  its 
stages  in  both  Houses  of  Parliament  without  opposition,  and  now 
only  awaits  the  Royal  Assent.  The  amalgamation  will  come  into 
force  on  the  ist  January  next  (1901)." 

*  Extract  from  report  of  the  Ti??ies,  December  13,  19CO,  of  the 
evidence  of  Mr  G.  L.  Gomme,  before  the  Royal  Commission. 
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The  title  of  the  new  company  resulting  out  of  the 
amalgamation  is  the  London  and  India  Docks  Com- 
pany ;  the  area  of  the  property  under  control  is, 
approximately — water  area  441  acres,  land  area  1266 
acres. 

The  receipts  of  these  two  combined  undertakings,  as 
shown  by  their  accounts  for  twelve  months  up  to  30th 
June  1900,  amounted  to  ;£"i,8 18,721. 

The  East  and  West  India  Docks,  it  may  be  noted, 
are  provided  with  very  fine  warehouses  adapted  for  the 
storage  of  the  valuable  cargoes  of  tea,  drugs,  spices,  etc., 
which  are  continually  being  unladen  there. 

The  acreage  and  receipts  of  this  joint  London 
company  may  be  compared  with  those  of  the  Mersey 
Docks  and  Harbour  Board,  contained  in  the  tabular 
statement,  of  January  1901,  compiled  by  the  engineer, 
Mr  Anthony  G.  Lyster,  and  obtained  through  the 
courtesy  of  the  general  manager.  The  following 
figures  show  the  great  extent  of  the  area  of  the 
property  under  control. 


TOTAL  WATER  AREA  &  LINEAL  QUAYAGE  OF  THE 
LIVERPOOL  &  BIRKENHEAD  DOCKS  &  BASINS. 


Total  Water  Area  and  Lineal 
Quayage  of  the  Liverpool 
Docks  and  Basins   . 


:'/ 


Total    Water    Area  and    Lineal  "I 

Quayage    of    the  Birkenhead  \\    164 

Docks  and  Basin  . 

Total  . 


Water  Area. 

Lineal  Quayage. 

Acres. 

Yards. 

Miles. 

Yards. 

387 

2703 

25 

369 

164 

4190 

9 

925 

552 

2053 

34 

1294 

196  LIVERPOOL  DOCK  ESTATE      [chap.  xiv. 


AREA  OF  THE  LIVERPOOL  &  BIRKENHEAD 
DOCK  ESTATE. 

Liverpool  ....     i,io8|  Acres. 

Birkenhead       ....        506       „ 

Total    .  .  .1,614!  Acres. 


NoTK.— In  these  figures  the  areas  of  certain  plots  of  foreshore  at  Tranmere, 
Cheshire,  and  south  of  the  Dingle,  Lancashire,  are  not  included. 


The   general  receipts   for  the  trading  year  ending 
St  July  19CX)  amounted  to  ;^i,4i8,587,  8s.  Qd. 


CHAPTER  XV 

PATENTS  AND  TRADE-MARKS 

I.   PATENTS 

An  absolute  monopoly  is  very  generally  considered 
to  be  detrimental  to  the  growth  of  commerce.  At  the 
same  time,  it  is  universally  held  that  there  must  be  a 
judicious  stimulation  to  invention,  in  the  form  of  pro- 
tection, so  as  to  secure  to  the  inventor  for  a  time  at 
least  the  profits  accruing  from  his  discovery.  This  is 
afforded  by  granting  him  a  right  of  patent.  The  period 
during  which  such  a  right  holds  good  is  fixed  at 
fourteen  years,  but  it  may  be  extended  for  a  further 
term  not  exceeding  seven,  or  in  exceptional  cases 
fourteen  years.  Letters  Patent  for  invention  are  Crown 
grants.  The  person  in  whose  favour  they  are  granted 
is  called  the  patentee,  and  they  prevent  any  one  but 
the  patentee  from  making,  using,  exercising,  or  selling 
that  which  is  the  subject-matter  of  the  letters  patent. 
It  is  required  by  statute  that  the  party  seeking  to  obtain 
a  patent  shall  be  the  true  and  first  inventor  of  the  object 
which  it  is  sought  to  protect. 

It  is  not  every  form  of  discovery  nor  every  process 
that  can  be  patented.  Discoveries  of  natural  laws  are 
not  patentable,  nor  again,  generally  speaking,  are 
scientific  processes,  unless  utility  in  application  and  a 
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certain  amount  of  invention  or  ingenuity  be  combined 
with  novelty. 

An  applicant  for  a  patent  must  leave  at  the  Patent 
Office  (25  Southampton  Buildings,  W.C.)  an  application 
in  a  prescribed  form,  signed  by  him,  declaring  that  he  is 
possessed  of  an  invention  of  which  he  is  the  true  and 
first  inventor.  This  is  referred  to  examiners  appointed 
for  the  purpose.  They  report  on  the  application  to  the 
Comptroller  of  Patents,  and,  if  the  requirements  are 
satisfied,  the  complete  specification  is  accepted.  Public 
notice  is  given  so  that  those  who  consider  they  have 
grounds  for  objecting  to  the  granting  of  the  letters 
patent  may  have  an  opportunity  to  raise  them,  in 
which  event  the  case  will  be  heard  by  the  Comp- 
troller. He  gives  his  decision  subject  to  an  appeal  to 
the  law  officer  whose  judgment  is  final. 

Manufacturers  frequently  announce  that  they  make 
an  article  according  to  the  process  of  somebody's  expired 
patent  This  is  satisfactory.  It  usually  implies  that 
the  Government  has  stimulated  an  invention  which 
benefited  the  community  by  granting  a  period  of 
protection.  After  the  withdrawal  of  that  protection, 
the  invention  is  calculated  to  benefit  the  community 
to  a  still  larger  extent,  as  it  usually  happens  that  the 
process,  when  the  patent  has  expired,  affords  an  article 
at  a  lower  price  to  the  public.  During  the  time  which 
has  elapsed,  ways  and  means  of  saving  in  production 
have  probably  been  discovered,  which  serve  to  bring 
about  the  reduction.  It  is  a  misconceived  notion  which 
is  entertained  by  a  portion  of  the  public  that  there  is 
nothing  to  hinder  a  patent  holder  from  charging  what 
he  likes  for  the  product  of  its  working.  A  patent  right 
which  imposed  no  restrictions  in  this  respect  would  not 
be  granted  by  the  Crown. 

The  patentee  is  not  obliged  to  work  the   invention 
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himself,  but  can  grant  others  licenses  for  the  purpose. 
Thus  it  is  very  usual  for  one  firm  to  acquire  the  rights 
of  working  a  patented  process  in  one  country,  while 
another  may  possess  them  elsewhere.  It  sometimes 
happens  that  the  inventor  of  a  new  and  daring  dis- 
covery does  not  possess  and  cannot  command  the  means 
necessary  to  work  it.  In  this  case  the  profits  of  his 
genius  are  reaped  after  his  death,  and  it  is  notorious  that 
many  patent  holders  have  suffered  this  untoward  fate. 

An  infringement  of  patent  rights  may  be  redressed 
by  action  at  law.  The  patentee,  if  able  to  establish  his 
claim,  may  seek  to  obtain  damages  for  injury  sustained  by 
the  infringement,  or  may  have  an  inquiry  instituted  with 
a  view  to  acquiring  all  the  profits  made  by  means  of  it. 
But  he  cannot  in  the  latter  case  claim  damages  as  well. 

A  register  of  patents  is  kept  at  the  Patent  Office,  in 
which  all  grants  are  recorded.  This  affords  anyone 
accused  of  infringement  the  opportunity  of  investigating 
the  rights  of  the  matter.  In  commercial  life  it  con- 
stantly happens  that  parties  receive  communications  from 
patent  holders  informing  them  that  they  are  infringing 
their  rights  and  threatening  them  with  an  injunction  (an 
order  of  the  court).  But  more  oft6n  than  not  this  goes 
no  further,  as  the  holders  of  letters  patent,  though 
believing  in  good  faith  that  their  patent  rights  are  being 
infringed,  are  usually  very  cautious  about  proceeding  to 
legal  extremities  unless  they  have  every  confidence  of 
establishing  their  rights.  The  process  is  often  attended 
with  considerable  trouble,  though  an  occasional  judg- 
ment with  heavy  damages  has  a  salutary  effect  in 
checking  further  encroachments. 

2.  TRADE-MARKS 
It  is   of  great   importance  that  those  who   by  per- 
severance and  attention  manage  to  produce  commodities 
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of  superior  quality  shall  not  suffer  by  substitution. 
They  require  protection  against  the  unscrupulousness 
of  others  who  for  their  own  ends  would  delude  buyers  into 
the  belief  that  the  substitutes  offered  by  other  firms  are 
really  the  genuine  articles.  Such  substitutes  may  or  may 
not  be  equal  in  quality,  but  they  are  not  what  the  buyer 
wishes  to  contract  to  purchase.  If  pleased  with  the 
goods  of  Messrs  A.  and  B.,  and  if  ordering  a  fresh  supply, 
he  does  not  expect  to  receive  the  wares  of  Messrs  X.  and 
Y.,  which  may  be  sent  to  him  instead,  to  suit  the  private 
ends  of  the  middleman  through  whom  he  makes  his 
purchase. 

The  chance  of  suffering  from  substitution  is  lessened 
to  a  material  extent  by  the  adoption,  on  the  part  of  the 
proprietor  of  goods,  of  a  trade-mark  of  a  distinctive 
nature,  which  mark,  when  seen  on  goods,  indicates 
that  they  have  been  sent  out  by  him  and  by  him 
alone. 

A  trade-mark  has  been  defined  as  a  symbol  con- 
sisting of  a  picture,  label,  word  or  words,  applied  to  a 
trader's  goods  so  as  to  distinguish  them  from  the 
similar  goods  of  other  traders,  and  to  identify  them  as 
his  goods,  or  as  those  of  his  successors  in  the 
business  in  which  they  are  produced  or  put  forward 
for  sale. 

For  a  trade-mark  to  be  entitled  to  protection  it 
must  not  only  be  applicable,  but  be  actually  applied  to  a 
vendible  article. 

A  record  of  registered  trade-marks  is  kept  at  the 
Patent  Office.  It  is  not  absolutely  necessary  for  a 
trader  to  register  a  trade-mark  that  he  has  adopted, 
but  the  registration  serves  various  useful  purposes.  It 
is  a  recognition  of  the  proprietor's  rights,  and  affords 
evidence  of  them.  The  registration  of  a  trade-mark 
is  legally   deemed   to   be  equivalent  to  public  use,  so 
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that  it  serves  as  evidence  of  priority  should  some  one 
else  seek  to  adopt  a  similar  trade-mark  on  the  ground 
that  it  had  not  been  used  publicly. 

Applications  for  registration  of  a  trade-mark  are 
publicly  advertised  unless  the  application  should  have 
been  refused  by  the  comptroller  of  trade-marks.  This, 
as  in  the  case  of  applications  for  patents,  affords  an 
opportunity  for  interested  parties  to  oppose  the  registra- 
tion. 

The  Board  of  Trade  can  be  appealed  to  in  event  of 
a  refusal  of  registration  on  the  part  of  the  Comptroller, 
and,  if  thought  fit,  the  appeal  may  be  referred  by  that 
\^  institution  to  the  High  Court  of  Justice. 

There  are  many  cases  in  which  an  application  for 
trade-mark  registration  is  refused.  One  frequent 
ground  for  declining  to  register  is,  that  the  mark  is  not 
sufificiently  distinctive.  Sometimes  those  who  bring 
out  new  articles  try  to  get  the  names  of  those  articles 
registered  as  trade-marks.  In  such  cases  the  applica- 
tion is  reasonably  refused  because  the  absence  of  any 
second  article  of  the  same  kind  leaves  nothing  from 
which  it  can  be  distinguished. 

The  general  principle  of  a  trade-mark  grant  has 
been  well  stated  in  the  following  words : — 

"  Where  a  name  used  by  way  of  a  trade-mark  either  was  origin- 
ally, or  has  since  come  to  be,  merely  descriptive  of  the  article  to 
which  it  is  attached,  so  that  while  serving  to  indicate  what  the 
article  is,  it  does  not  serve  to  connect  it  with  any  particular  manu- 
facturer or  manufacturing  establishment,  that  name  cannot  be 
protected  as  a  trade-mark,  or  registered  as  special  and  distinc- 
tive."^ 

The  same  writer  shows  that  it  was  held  by  the 
Court   of   Appeal    that   a   firm   who    invented   a   new 

*  L.  B.  Sebastian  on  The  Law  of  Trade-Marks^  chap.  ii. 
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description  of  oil  and  called  it  "  Valvoline,"  had  no  right 
of  trade-mark  in  the  word. 

For  the  protection  of  industrial  property,  an  inter- 
national convention  was  held  in  1883,  and  the  following 
Governments  mutually  agreed  to  protect  one  another's 
interests,  by  making  a  stand  against  infringements  on 
trade-marks  and  patents  —  Belgium,  Brazil,  France, 
Guatemala,  Holland,  Italy,  Portugal,  Salvador,  Servia, 
Spain,  and  Switzerland.  Various  articles  were  sub- 
scribed for  the  purpose.  Of  special  importance  is  sect.  9, 
which  specifies  that — 

"  All  goods  illegally  bearing  a  trade-mark  or  trade  name  may 
be  seized  on  importation  into  those  states  of  the  union  where  this 
mark  or  name  has  a  right  to  legal  protection." 

This  article  is  rigidly  enforced,  at  any  rate  as  far  as 
the  United  Kingdom  is  concerned,  so  rigidly,  in  fact, 
that  merchants  have  from  time  to  time  protested 
against  the  severity  of  the  regulations  of  the  Commis- 
sioners of  Customs.*  Still,  their  enforcement  is  calcu- 
lated to  benefit  materially  the  general  trading  com- 
munity. 

The  Merchandise  Marks  Acts,  established  for  trade 
protection,  have  been  constantly  amended,  and  on 
28th  January  1898,  the  Customs  General  Orders  were 
made  to  include  a  regulation  that — 

*  The  writer  recalls  a  case  not  many  years  ago,  when  a  con- 
signment of  soap,  shipped  from  Marseilles,  was  seized  by  the 
revenue  officers  on  its  arrival  at  London.  Its  total  value  amounted 
to  only  30s.,  but  because  the  cakes  were  merely  stamped  "pure 
olive  oil  soap,"  the  consignee  was  informed  by  H.M.  Customs  that 
he  could  only  have  them  on  condition  of  paying  a  fine  of  £2^  and 
the  cost  in  addition  of  an  instrument  wherewith  the  stamp  on  every 
cake  might  be  obliterated.  The  goods  were  accordingly  declined, 
and  were  straightway  confiscated. 
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"  Foreign  manufactured  goods  bearing  a  name  or  trade-mark, 
being,  or  purposing  to  be,  the  name  or  trade-mark  of  a  manu- 
facturer, etc.,  in  the  United  Kingdom,  must  have  that  name  or 
trade-mark  accompanied  by  a  definite  indication  of  the  country  of 
origin  of  the  goods." 

This  is  the  origin  of  the  famous  "Made  in 
Germany,"  which  has  since  become  a  byword,  and  a 
symbol  of  the  decline  of  British  trade. 


CHAPTER    XVI 


Within  the  last  quarter  of  a  century  special  considera- 
tion has  been  given  to  the  protection  of  the  employed 
and  to  the  question  of  their  compensation  in  case  of 
injuries  sustained  in  the  course  of  their  employment. 
Moreover,  the  grounds  on  which  the  employer  is  liable 
for  redress  have  been  determined  as  definitely  as  possible 
by  legislative  enactments.  Prior  to  the  Employers' 
Liability  Act  of  1880,  which  put  matters  on  a  more 
satisfactory  basis  than  before,  a  workman  who  had 
been  injured  in  the  course  of  his  employment  was 
required  to  prove  that  his  employer  had  been  personally 
negligent  and  that  such  neglect  had  occasioned  or  led 
to  the  injury.  In  many  cases  this  could  not  be  proved. 
The  increase  of  trade  had  led  to  the  establishment  of 
an  increased  number  of  companies  and  of  branch 
businesses  all  over  the  kingdom,  so  that  it  was 
frequently  impossible  to  bring  home  to  the  employer 
the  charge  of  personal  neglect. 

Under  the  Act  of  1880  the  employer's  responsi- 
bility is  extended.  A  workman  can  recover  for  injuries 
sustained  {a)  through  the  personal  negligence  of  his 
employer,  or  {h)  through  that  of  the  superintendent 
appointed  by  him.     Thus,  if  a  trader  should  have  fifty 
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branch  establishments,  he  is  liable  for  injuries  sustained 
by  his  workmen  through  the  negligence  of  his  managers 
in  any  one  of  the  fifty. 

A  matter  which  had  for  years  caused  grave  con- 
sideration to  legislators  was  whether  an  employer  was 
or  was  not  liable  to  a  claim  for  compensation  if  a 
workman  in  his  employ  met  with  an  injury  through 
the  action  of  his  fellow-workers.  It  was  finally  estab- 
lished in  1858  that  the  employer  was  not  responsible 
for  the  hurt  befalling  a  workman  through  the  careless- 
ness of  one  of  his  fellows.  Accordingly,  when  a  work- 
man made  a  claim  on  account  of  an  injury  sustained 
through  the  neglect  of  some  one  connected  with  the 
work,  it  had  to  be  decided  whether  the  employment  of 
the  negligent  workman  and  the  sufferer  was  common 
labour  or  otherwise.  The  principle  of  common 
employment  is  not  affected  by  the  respective  posi- 
tions of  the  workmen.  A  builder's  labourer,  for 
example,  has  been  held  to  be  in  common  employ- 
ment with  the  builder's  working-foreman,  and  a  miner 
with  a  mining  overseer.  In  such  cases  the  parties 
concerned  have  a  common  employer.  An  able  writer 
on  Employers'  Liability  has  quoted  these  words  of 
Lord  Cranworth,  "  Workmen  do  not  cease  to  be  fellow- 
workmen  because  they  are  not  equal  in  point  of  station 
or  authority."  * 

The  Employers'  Liability  Act  of  1880  touches  this 
doctrine  of  common  employment  to  some  extent,  and 
it  is  further  affected  by  the  Workmen's  Compensation 
Acts  of  1897  and  1900.  The  general  effect  of  the 
Employers'  Liability  Act  of  1880  is  expressed  as 
follows  by  the  writer  just  alluded  to : — 

"  Before  the  Act  was  passed  a  workman  could  only  recover,  if 

A.  H.  Ruegg,  K.C.,on  Employers^  Liability^  fifth  edition,  p.  14. 
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injured  in  his  employment,  when  he  could  prove  that  the  employer 
had  personally  been  guilty  of  negligence  which  led  to  the  injury, 
and  which  in  the  case  of  large  employers  was  almost,  and  in  the 
case  of  corporations  quite,  impossible.  Now,  he  will  also  be 
prima  facie  entitled  to  recover  where  the  employer — be  he  private 
employer  or  corporation — has  delegated  his  duties  or  powers  of 
superintendence  to  other  persons  and  such  other  persons  have 
caused  injury  to  the  workman  by  negligently  performing  the 
duties  and  powers  delegated  to  them." 

The  passing  of  this  Act  was  the  cause  of  much 
agitation,  it  being  apprehended  by  many  that  it  would 
bear  more  heavily  on  the  masters  than  has  since  been 
found  to  be  the  case.  Its  advocates  interpreted  it  as 
follows.  A  master,  when  sued  by  his  servant  for  injury 
sustained,  had  no  other  means  of  defence  at  his  disposal 
than  he  could  employ  when  sued  by  any  member  of  the 
public,  but  that  all  those  were  left  to  him.  His  defence, 
it  was  averred,  would  be  complete  if  he  were  able  to 
prove  any  one  or  more  of  the  ensuing  points : — 

{a)  That  the  injury  was  caused  by  wilful  acts  on   the  servant's 

part. 
{b)  That  the  injury  could  not  be  avoided. 
{c)  That  when  the  servant  caused  the  injury  he  was  not  acting 

within  the  scope  of  his  employment. 
{d)  That  the  injured  party  had  no  right  to  be  where  he  was,  or 

was  there  merely  to  suit  his  own  convenience. 
{e)  That  he  brought  the  injury  on  himself  through  negligence. 
(/)  That  he  voluntarily  took  on  himself  the  risk  of  that  to  which 

the  injury  was  due. 

Further  innovations  were  introduced  by  the  Work- 
men's Compensation  Acts  of  1897  and  1900.  By  their 
provisions  the  employer  has  to  compensate  a  workman 
for  injuries  without  consideration  as  to  whether  or 
not  he  has  sustained  them  in  consequence  of  a  simple 
breach  of  duty.  Not  only  is  the  employer  ordinarily 
liable  for  injuries  caused  by  misadventure  or  negligence 
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of  workmen  for  whom  he  would  not  have  been  held 
responsible  prior  to  the  operation  of  the  Act  of  1880, 
but  in  the  majority  of  cases  his  liability  covers  such 
injuries  as  may  be  caused  by  the  injured  workman's 
own  neglect.  There  is,  however,  a  statutory  provision 
that  he  shall  not  have  to  suffer  should  the  workman's 
misconduct  have  been  wilful.  This  important  restric- 
tion is  given  in  chap.  37,  section  C,  of  the  Workmen's 
Compensation  Act,  1897  (60  and  61  Vict): — 

"  If  it  is  proved  that  the  injury  to  a  workman  is  attributable  to 
the  serious  and  wilful  misconduct  of  that  workman,  any  compensa- 
tion claimed  in  respect  of  that  injury  shall  be  disallowed." 

Many  employers  feel  that  they  have  a  genuine 
grievance  against  these  enactments,  which  tend  to  the 
evil  effect  of  condoning,  if  not  actually  of  encouraging, 
the  carelessness  of  workmen.  Years  of  experience  have 
taught  employers  how  hard  it  is  to  insist  on  the  strict 
compliance  of  their  work-people  with  the  rules  of  employ- 
ment. Thus,  the  fencing  protections  on  landings,  where 
a  lift  passes,  will  be  improperly  secured,  and  gates  will 
be  left  open  in  spite  of  prohibitions.  Lifts  designed 
solely  for  the  carriage  of  goods  will  be  used  by  the 
men  themselves.  Again,  drink  gets  smuggled  into 
premises  contrary  to  all  regulations.  Naked  lights  are 
illicitly  ignited  in  places  of  danger,  and  the  means  of 
protection  specially  afforded  against  noxious  germs  or 
gases  are  rejected  or  forgotten  by  workers  in  hazardous 
employments. 

Popular  sympathy  in  such  cases,  when  evil  conse- 
quences occur,  is  too  commonly  on  the  side  of  the 
workman.  His  limbs  are  his  stock-in-trade,  an  injury 
to  his  person  destroys  his  chance  of  a  livelihood,  ancj  it 
is  held  by  many  persons  that  compensation  in  the 
event  of  his  injury  is  a  liability  which  the  employer 
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should  provide  for  in  his  calculation  of  the  margin  of 
profit. 

It  has  already  been  mentioned  when  treating  of 
insurance  in  these  pages  that  employers  can  be  insured 
against  liability  risks.  Some  of  them  make  covenants 
with  their  workmen  whereby  the  latter  contract  away 
their  rights  under  the  Workmen's  Compensation  Act, 
in  return  for  some  valuable  consideration  received. 
The  term  used  to  denote  this  process  is  "  contracting- 
out."  Such  contracts  are  certified  by  the  Registrar  of 
Friendly  Societies,  as  will  be  seen  from  the  following 
clause  of  chapter  37  of  the  Workmen's  Compensation 
Act,  1 897  : — 

"III.  (i)  If  the  Registrar  of  Friendly  Societies,  after  taking 
steps  to  ascertain  the  views  of  the  employer  and  workmen,  certifies 
that  any  scheme  of  compensation,  benefit,  or  insurance  for  the 
workmen  of  an  employer  in  any  employment,  whether  or  not  such 
scheme  includes  other  employers  and  their  workmen,  is  on  the 
whole  not  less  favourable  to  the  general  body  of  workmen  and 
their  dependants  than  the  provisions  of  this  Act,  the  employer 
may,  until  the  certificate  is  revoked,  contract  with  any  of  those 
workmen  that  the  provisions  of  the  scheme  shall  be  substituted 
for  the  provisions  of  this  Act,  and  thereupon  the  employer  shall 
be  liable  only  in  accordance  with  the  scheme,  but,  save  as  afore- 
said, this  Act  shall  apply  notwithstanding  any  contract  to  the 
contrary  made  after  the  commencement  of  this  Act. 

"  (2)  The  registrar  may  give  a  certificate  to  expire  at  the  end 
of  a  limited  period  not  less  than  five  years." 

Employers  resort  to  various  arrangements  and 
expedients  for  self-protection.  One  of  the  best  known 
firms  of  manufacturers  in  the  west  of  England  has 
afforded  the  following  information  as  to  the  measures 
adopted : — 

"  Under  the  present  Employers'  Liability  Act,  the  employer  is 
not  liable  to  make  any  payment  unless  the  injured  man  is  away 
from  work  for  at  least  a  fortnight.     We  have  an  arrangement  with 
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our  men  by  which  they  contribute  a  small  amount  towards  a  policy 
of  insurance,  under  which  we  have  our  liability  to  them  insured, 
in  consideration  of  the  insurance  company  undertaking  to  pay 
them  compensation  on  the  scale  laid  down  in  the  Act  from  the 
day  of  the  accident  itself.  Our  experience  is  that  the  great 
majority  of  accidents  are  slight  and  that  the  man  is  usually  back 
to  work  within  a  fortnight.  It  is  evident  therefore  that  it  is  a 
considerable  benefit  to  the  workman  to  be  paid  from  the  date  of 
the  accident." 

The  benefit  of  such  an  arrangement  as  that  adopted 
by  this  firm  is  manifest.  The  employed  get  immediate 
compensation  instead  of  having  to  wait  on  the  deliberate 
process  of  the  law,  and  the  employers  are  saved  the 
annoyance  and  expense  of  litigation. 

Another  firm,  of  world-wide  reputation  as  tobacco 
manufacturers,  states : — 

"  We  have  always  insured  against  any  claims  under  these  Acts, 
with  one  of  the  insurance  companies,  which  makes  a  speciality  of 
this  class  of  risk.  When  the  Workmen's  Compensation  Act  was 
passed,  which  so  considerably  extended  the  liability  of  employers, 
the  premiums  asked  were  very  stiff,  as  no  one  knew  what  the 
claims  were  likely  to  amount  to,  but  in  the  light  of  further 
experience  rates  have  now  dropped  quite  50  per  cent.  ;  this  is  of 
course  for  the  tobacco  trade.  There  has  been  no  question  of 
contracting-out  amongst  our  employes,  and  I  am  happy  to  say 
that  we  have  been  free  from  serious  accidents  for  very  many  years. 
We  go  rather  farther  than  the  actual  liability,  as  we  insure  for 
compensation  during  the  first  fortnight  also." 

The  result  of  further  investigation  tends,  however, 
to  prove  that  contracting-out  is  largely  resorted  to  in 
mining  centres  and  by  ironmasters.  In  many  of  these 
large  industries  the  employers  come  but  little  into 
personal  contact  with  the  majority  of  their  servants, 
and  a  feeling  of  mutual  confidence  is  almost  entirely 
absent.  The  employed  repose  little  or  no  faith  in  the 
liberality  of  their  employers,  and  the  latter  next  to  none 
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in  the  moderation  of  the  claims  of  their  workmen,  with- 
out specified  agreements  legally  binding  on  either  side. 

The  Workmen's  Compensation  Act  of  1900  extends 
the  benefit  of  the  Act  of  1897  to  workmen  in  agriculture. 
Agricultural  labourers,  generally  speaking,  could  not 
avail  themselves  of  the  protection  which  was  afforded 
to  other  classes  of  workmen  by  the  Act  of  1897,  but 
this  Amendment  Act,  coming  into  force  1st  July  1901, 
extends  the  obligations  of  employers  to  them  also. 

Insurance  companies  which  take  employers'  liability 
risks  have  been  at  some  pains  to  work  out  the  increased 
liability  incurred  by  the  passing  of  the  Workmen's  Com- 
pensation Acts.  The  following  illustration  is  given  by 
permission  of  the  Norwich  and  London  Accident  In- 
surance Association  for  the  purpose  of  showing  what 
employers  are  liable  for,  and  how  very  greatly  their 
liability  is  increased  by  the  Workmen's  Compensa- 
tion Act,  over  and  above  their  liability  under  the 
Employers'  Liability  Act,   1880: — 

Under  Employers'  Liability  Act,  1880,  which  remaim  in 
force,  except  where  traversed  by  subsequent  legislation. 

1.  Pure  misadventure  a  defence. 

2.  Liability  for  negligence  of  Foreman. 

3.  Workman's  knowledge  of  any  defect  a  defence. 

4.  Contributory  negligence  of  Workman  a  defence. 

5.  Common  employment  a  defence. 

6.  Limit  of  Compensation  for  damages,  three  years'  wages. 

7.  Notice  of  Accident  to  be  given  within  six  weeks. 

8.  Limit  of  time  in  which  to  commence  an  action  six  months. 

9.  County  Court  procedure  obligatory. 

10.  Contracting-out  allowed  on  an  agreed  basis. 

11.  No  liability  to  Sub-Contractors'  Men. 

12.  Workmen  must  be  persons  engaged  in  manual  labour. 

Under  Workmen's  Compensation  Act,  1897,  which  is 

in  addition  to  the  Act  of  1880. 
I.  Pure  misadventure  no  longer  a  defence. 
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2.  Liability  for  negligence  of  any  person,  whether  in  Employer's 
service  or  not. 

3.  Workman's  knowledge  of  defect  no  longer  a  defence. 

4.  Contributory  negligence  of  Workman  no  longer  a  defence. 

5.  Common  employment  no  longer  a  defence. 

6.  Limits  for  Damages  :  In  case  of  death,  a  maximum  sum  of 
;^300,  or  minimum  of /i  50  ;  in  case  of  temporary  total,  or  temporary 
partial  disablement,  half  weekly  wages,  not  exceeding  ;^i  per  week 
after  first  two  weeks, /<?r  (^w  unlimited  period. 

7.  Notice  of  Accident  to  be  given  as  soon  as  practicable. 

8.  Limit  of  time  in  which  to  commence  an  action  six  months. 

9.  Arbitration  without  appeal. 

10.  Contracting-out  only  for  equal  or  greater  benefits. 

11.  Liability  to  Sub-Contractors'  Men. 

12.  The  term  "Workman"  includes   every  person   engaged  in 
manual  labour  or  otherwise. 

The  Workmen's  Compensation  Act  applies  to  all 
factories,  building  operations  where  the  building  ex- 
ceeds 30  feet  in  height,  or  where  any  mechanical 
power  is  used,  railways,  mines,  quarries,  engineer- 
ing works,  etc. 


CHAPTER  XVII 

COMMERCIAL  TRAVELLING 

The  employment  of  commercial  travellers  by  houses 
of  business  is  necessitated  for  many  reasons,  among 
which  may  be  specified  {a)  the  desire  to  extend  trade 
connection ;  [^b)  the  desire  to  retain  that  already  acquired  ; 

(c)  the  necessity  of  obtaining  payments  when  due  ;  and 

(d)  the  expediency  of  acquiring  local  information  as  to 
the  stability  of  buyers  and  an  accurate  estimate  of  their 
requirements. 

Reviewing  these  in  their  order,  we  may  note  that 
{a)  although  at  the  present  day  the  increased  circulation 
and  improved  compilation  of  trade  directories  furnish 
valuable  information  to  the  trading  community,  the 
merchant  does  not  find  there  that  particular  kind  of 
information  which  he  can  procure  through  the  medium 
of  a  competent  representative.  He  may  note  in  the 
directory  the  names  of  men  who  apparently  sell  or  use 
the  very  articles  which  he  considers  he  can  supply  to 
advantage.  But  he  may  go  on  for  years  sending 
them  printed  price  lists,  and  writing  special  offers 
to  little  purpose ;  whereas  an  intelligent  traveller  can 
ascertain  for  him,  sometimes  in  the  course  of  a  single 
call  of  only  a  few  minutes'  duration,  whether  the  party 
whose  trade  is  sought  for  is  a  buyer  to  any  extent  of 
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the  specific  articles  to  which  his  attention  was  directed 
by  correspondence.  The  requisite  stock-in-trade  for 
most  traders  is  by  no  means  uniform  throughout  the 
kingdom.  In  one  neighbourhood  there  may  be  a 
tenfold  demand  for  something  which  is  but  little  in 
requisition  in  another  town  not  far  off.  The  establish- 
ment of  fresh  industries  creates  fresh  demands.  To 
serve  the  same  end,  one  article  may  be  generally  used 
in  one  district  in  preference  to  another,  which  is  in 
more  demand  elsewhere  for  the  same  purpose.  These 
illustrations  are  only  a  few  of  the  many  which  might 
be  furnished  to  indicate  the  expediency  of  the  employ- 
ment of  commercial  representatives  with  the  view 
to  the  extension  of  trade. 

{h)  The  desire  of  retaining  trade  already  acquired. 
It  frequently  happens  that  a  party  sends  orders  for 
a  period  to  a  house  of  business,  and  then  suddenly 
ceases  to  do  so.  In  such  cases  it  is  usually  not  easy 
to  discover  by  correspondence  the  cause  of  the  break- 
ing off,  whereas  a  commercial  representative  may  learn 
the  reason  directly.  The  former  purchaser  may  have 
had  some  ground  for  dissatisfaction  which  he  did 
not  divulge.  The  goods  may  perhaps  have  arrived 
in  an  unsatisfactory  condition  owing  to  some  accident 
in  transit,  and  the  buyer,  attributing  the  fault  to 
negligence  on  the  part  of  the  seller,  may  have 
transferred  his  order  to  another  firm  in  consequence. 
Those  who  have  had  commercial  experience  know 
how  frequently  misunderstandings  arise  which  require 
careful  attention  in  order  that  they  may  be  cleared 
up.  Again,  a  tradesman  may  have  been  induced  to 
order  elsewhere  by  specious  offers  conveyed  by  the 
traveller  for  another  firm.  The  traveller  for  the 
house  which  formerly  supplied  him  has  ordinarily  a 
better   opportunity   of  ascertaining    the    facts    of    the 
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case  than  his  employers  can  have.  He  should  be 
able  to  furnish  them  with  such  intelligence  as  will  put 
them  in  full  possession  of  the  circumstances,  and  will 
enable  them  to  decide  whether  the  advantages  repre- 
sented to  the  trader  as  a  reason  for  the  transfer  of 
his  custom  to  the  rival  firm  were  real  or  fictitious.  If 
real,  the  dispossessed  house  may  take  steps  to  revise 
their  own  offers,  and,  if  fictitious,  to  prove  that  there 
was  no  real  ground  for  their  supersession, 

{c)  The  employment  of  travellers  to  call  for  settle- 
ment of  accounts  does  not  require  much  comment. 
Competition  has  caused  a  large  number  of  dealers  to 
avail  themselves  of  the  advantages  offered,  by  a  system 
of  prompt  payment,  but  there  are  still  a  number  of 
firms  who  are  slow  in  making  payments,  and  the  visit 
of  the  traveller  helps  to  keep  these  up  to  the  mark. 

{d)  A  certain  amount  of  security  in  dealing  with 
others  is  afforded  to  commercial  men  who  subscribe  to 
Trade  Protection  Associations.  These  in  return  for  a 
subscription  institute  inquiries  concerning  the  com- 
mercial stability  of  any  trader,  and  endeavour  to  get 
information  for  their  subscribers  from  trustworthy 
sources.  But  a  commercial  traveller  of  keen  observa- 
tion who  keeps  his  ears  open  and  who  stands  well  with 
his  colleagues  is,  as  a  rule,  well  able  to  form  an  opinion 
as  to  the  extent  to  which  it  is  prudent  or  safe  to  give 
credit  to  a  buyer.  He  can  note,  too,  indications  of  the 
increase  or  decrease  of  his  customer's  business,  and  the 
circumstances  likely  to  affect  it  in  either  direction. 

It  is  necessary  after  indicating  some  of  the  benefits 
which  commercial  firms  derive  from  the  employment  of 
commercial  travellers,  to  show  some  of  the  drawbacks 
which  may  arise,  and  which  are  actually  not  uncommon. 
Amongst  these  may  be  particularised  : — 

(i)  Loss  of  business  connection  in  the  event  of  the 
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commercial  traveller  leaving  to  take  employment  with  a 
firm  in  active  competition. 

(2)  The  incurring  of  bad  debts  through  a  want  of 
firmness  on  the  part  of  the  commercial  representative. 

(3)  Decrease  of  business  through  an  unfavourable 
impression  made  by  the  commercial  representative  on 
the  customers  of  his  employers. 

With  reference  to  the  first  drawback,  a  commercial 
traveller  working  a  district  for  his  employers  becomes 
acquainted  with  the  requirements  of  their  customers 
and  gets  an  insight  into  their  trustworthiness.  Should 
he  for  reasons  of  his  own  take  service  with  a  rival  firm, 
he  takes  that  information  with  him,  and  assists  his  new 
employers  to  compete  against  those  whom  he  formerly 
served.  Some  firms  have  tried  to  provide  against 
contingencies  of  the  kind  by  binding  travellers,  in  event 
of  their  leaving,  not  to  travel  on  the  same  ground  for  a 
specified  time.  But  such  agreements  seldom  hold  good, 
and  are  generally  looked  upon  with  disfavour  as  not 
being  in  accordance  with  the  ruling  principles  of 
commerce.  The  traveller  usually  feels  that  he  has 
helped  to  make  and  maintain  the  business  connection 
in  the  districts  which  he  has  worked,  and  he  has  conse- 
quently little  scruple  in  using  it  to  his  own  interests. 

The  liability  to  bad  debts  through  want  of  firmness 
on  the  part  of  a  representative  calls  for  constant  watch- 
fulness. The  close  personal  relations  into  which  he 
may  enter  with  a  customer  lead  him  too  often  to 
consider  the  interests  of  the  latter  to  the  detriment  of 
those  of  his  employers,  on  whom  he  may  be  induced  to 
urge  an  extension  of  credit  without  sufificient  grounds. 

Lastly,  the  loss  incurred  by  the  employment  of  a 
traveller,  who  is  injudicious  enough  to  make  himself 
disliked,  is  a  drawback  familiar  enough  to  men  of 
commercial    experience,      They    fully    realise    that    it 


2i6  TOWN  AND  COUNTRY  [chap. 

exists  to  no  inconsiderable  extent.  A  customer  may 
not  unreasonably  consider  that  those  who  desire  his 
orders  ought  not  to  make  the  process  of  giving  them 
objectionable  to  him  ;  and,  if  the  manner  and  speech 
of  a  commercial  representative  be  such  as  really  to 
annoy  him,  he  is  likely  to  avoid  having  such  transac- 
tions with  the  principals  as  will  necessitate  interviews 
with  their  traveller. 

Commercial  representatives  are  of  two  kinds — town 
and  country  travellers.  The  town  traveller  ordinarily 
confines  his  visits  to  the  town  in  which  the  firm  repre- 
sented by  him  carries  on  business.  He  usually  arranges 
that  the  call  shall  be  expected  regularly  on  a 
particular  day  of  the  week  by  each  customer.  The 
country  traveller  goes  further  afield,  at  longer  intervals 
in  consequence,  and  in  his  instance  it  is  customary  to 
apprise  buyers  beforehand  that  he  will  be  coming,  so 
as  to  give  them  an  opportunity  of  seeing  to  their 
requirements  and  of  arranging  for  funds  to  be  forth- 
coming for  the  payment  of  accounts  due  when 
presented.  This  form  of  intimation  is  called  advising^ 
and  is  often  worded  to  the  following  effect : — 

Dear  Sir, — We  beg  to  inform  you  that  our  Mr will  have 

the  pleasure  of  waiting  upon  you  on  the  {date  herewith)^  when  the 
receipt  of  your  favours  will  oblige. — Yours  truly, 

{Signature). 

The  intimation  that  the  favour  of  orders  will  oblige 
may  more  prudently  be  omitted  in  cases  where  the  cus- 
tomer is  in  arrears  with  his  payments.  The  money  should 
then  be  looked  for  before  further  orders  are  solicited. 

Some  firms  check  the  power  of  their  representative 
by  the  following  device.  When  an  account  is  owing  by 
a  customer  they  specify  the  amount  of  it  on  the  advice 
note.  For  travellers  have  been  detected  in  deceiving 
their  employers  by  representing  to  them  that  certain 
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customers  have  only  paid  accounts  in  part  whereas 
these  have  in  reaHty  paid  the  whole  account  presented 
to  them.  The  terms  of  the  firm,  for  instance,  may  be 
three  months  cuj^rent  journey  account,  that  is,  the  traveller 
customarily  calls  every  three  months,  and  payment  is 
then  due  for  all  goods  procured  during  the  interval. 
Thus,  if  he  called  last  on  ist  July,  and  called  again 
on  1st  October,  the  customer  would  be  considered 
equally  liable  to  pay  for  goods  purchased  at  the  end  of 
September  as  for  any  purchased  early  in  July.  But  the 
traveller  intending  to  defraud  his  employer  would 
select  cases  in  which  several  items  of  goods  had  been 
delivered  since  the  last  settlement,  and  would  then 
proceed  as  follows.  In  the  case  of  an  account  pre- 
sented for  four  items  of  goods  amounting,  say,  to 
£^0,  let  us  suppose  that  the  last  of  these  items, 
amounting,  say,  to  £\0,  was  for  goods  had  towards  the 
end  of  September.  If  the  tradesman  were  a  business- 
like n.an  he  would  pay  the  traveller  the  whole 
£^0,  and  would  take  a  receipt  for  that  sum.  But 
the  traveller  in  furnishing  his  employers  with  an 
account  of  the  money  which  he  had  received  would 
represent  that  he  had  only  been  paid  the  greater 
portion  of  the  account,  and  would  explain  on  inquiry 
that  the  customer  had  postponed  the  payment  of  the 
last  item  on  the  ground  of  its  being  so  recent. 

Now,  if  the  dishonest  representative  were  to  allow 
the  account  to  be  presented  to  the  customer  on  the 
following  journey,  just  as  it  had  been  made  out  in  the 
office,  the  fraud  would  be  immediately  detected.  The 
customer  would  then  see  that  a  part  of  the  amount 
which  he  had  in  reality  paid,  but  which  the  traveller  had 
not  accounted  for,  had  been  charged  against  him  a 
second  time.  But  the  traveller  would  then  falsify  the 
account   by   presenting   him    another   statement   of  it, 
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made  out  by  himself,  in  which  no  part  of  the  account 
paid  on  the  last  journey's  call  would  appear,  so  that  the 
customer  would  have  no  idea  that  only  a  part  of  his  last 
payment  had  been  accounted  for  by  the  traveller  to  the 
firm.  Then  further  items  would  be  dealt  with  in  the 
same  manner,  a  selection  being  made  of  accounts  in 
which  there  were  items  for  goods  supplied  on  such  dates 
that  their  apparent  non-payment  would  not  be  likely  to 
arouse  suspicion.* 

The  sending  of  accounts  due  by  post  instead  of 
giving  them  to  the  representative  to  present  is  a  practice 
adopted  by  some  commercial  houses,  but  it  has  other 
drawbacks  of  its  own.  It  gives  customers  the  pretext 
of  saying  that  they  had  mislaid  the  accounts,  and  there- 
fore could  not  pay  the  traveller  when  he  called.  Some 
firms,  accordingly,  protect  themselves  by  having  all  the 
accounts  impressed,  and  by  providing  their  representa- 
tives with  the  impresses. 

With  reference  to  the  equipments  of  a  commercial 
traveller,  besides  his  business  cards  with  the  name  and 
address  of  his  firm,  he  usually  needs  Price  Lists 
indicating  the  prices  of  the  goods  he  has  to  sell  and 
the  terms  of  sale  (credit,  carriage  discounts,  etc.).  His 
equipment  with  samples  depends  to  some  extent  on  the 
nature  of  the  business  for  which  he  is  travelling.  For 
example,  a  traveller  for  a  general  spice  firm  usually 
finds  it  expedient  to  carry  a  good  many  samples ; 
whereas  a  representative  of  a  well-known  mustard  firm 
may  have  little  or  no  use  for  them. 

More    commonly    than    not,    the    traveller    is    also 

*  The  writer  has  had  personal  knowledge  of  two  such  cases  in 
which  the  defalcations  amounted  to  several  hundred  pounds.  In 
justice  to  a  hard-working  and  intelligent  class  of  the  commercial 
community,  it  should  be  added  that  the  number  of  fraudulent 
travellers  is  extremely  small, 
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employed  for  the  collection  of  accounts.  In  the  per- 
formance of  that  duty  he  must  not  lack  change  and 
receipt  stamps,  and  he  must  be  provided  with  the 
necessary  acceptance  forms  where  bills  of  exchange  are 
taken  in  settlement. 

Further,  he  should  have  memoranda  of  buyers' 
requirements.  A  traveller  by  being  acquainted  with 
details  of  former  purchases  can  often  assist  a  buyer  and 
save  time.  Many  travellers  take  care  to  have  with 
them  their  records  of  several  previous  orders. 

The  order  books  now  in  use  provide  for  the  duplica- 
tion of  the  orders,  but  before  their  invention  a  com- 
mercial traveller  had  a  good  deal  of  work  in  copying 
out  his  orders.  He  can  now  be  spared  that  process,  and 
by  the  use  of  these  books  he  can  send  home  sheets  con- 
taining not  merely  the  orders,  but  likewise  details  of 
payments  received  and  allowances  and  discounts.  An 
example  is  afforded  herewith. 


4th  January  1901. 

f. 

s. 

D. 

6/3 

Thomas  W.,  Grocer,  Bath 

I  cwt.  Washed  Cochin  Ginger 
28  lbs.  Medium  Nutmegs, 
14  lbs.  Fine              do., 
7  lbs.  Mace, 

Per  G.  W.  Rail. 

4th. 

37s.  6d. 
IS.  lb. 
2S.  lb. 
2S.  4d.  lb. 

24 

13 

9 

i/io 

John  R.,  Grocer,  Bath 

I  barrel  S.  V.  Arrowroot, 
56  lbs.  Pimento, 

I  bag  Pearl  Tapioca, 
.    I  cwt.  Zanzibar  Cloves, 
Per  G.  W.  Rail. 

4th. 

4|d.*lb. 
3^d.  lb. 
1 8s.  cwt. 
5d.  lb. 

7 

8 

2 

Henry  J.,  Grocer,  Chippenham — 

Away  from  home.     Left  account. 

32 

I 

II 
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As  may  be  noted  in  the  above,  the  orders  received 
are  entered  in  the  body  of  the  sheet,  with  particulars  as 
to  how  they  are  to  be  executed.  In  the  figure  columns 
on  the  right,  the  particulars  of  payments  received  are 
entered,  and  the  discounts  allowed  appear  on  the  left. 

The  last  entry  affords  an  instance  of  the  mode  of 
informing  the  firm  that  a  customer  neither  paid  nor 
ordered,  owing  to  his  absence  when  the  traveller  called. 
To  avoid  such  occurrences,  a  traveller  must  be  careful 
to  try  to  time  his  calls  so  as  to  suit  the  convenience  of 
the  buyers  on  whom  he  waits.  Provincial  tradesmen 
have  a  great  objection  to  being  visited  on  market 
days,  and  the  early  closing  days  of  the  places  included 
in  the  travelling  circuit  must  likewise  be  carefully 
noted,  or  a  traveller  may  merely  waste  his  time.  If,  at 
a  traveller's  first  interview,  a  second  call  be  arranged 
for,  he  should  note  down  the  time  of  appointment. 
But  the  traveller  who  is  going  to  succeed  will  very 
soon  discover  for  himself  that  two  chief  requisites  for 
his  work  are  the  qualities  of  accuracy  and  tact,  which 
cannot  be  reduced  to  rule. 

A  traveller  must  be  careful  to  let  his  principals  know 
beforehand  where  he  will  be  day  by  day,  so  that  they 
may  count  on  being  able  to  communicate  with  him 
promptly  by  letter  or  wire.  For  sometimes  a  good  deal 
depends  on  the  prompt  receipt  of  information  as  to 
market  changes.  Loss  may  be  incurred  because  a 
traveller  has  not  been  informed  that  a  commodity  has 
gone  up  in  value,  and  so  sells  at  prices  at  which  it 
cannot  be  replaced.  Or  he  may  fail  to  secure  orders 
through  not  lowering  his  prices,  for  want  of  information 
which  competitors  have  received  and  acted  upon. 
-'  Travellers  are  usually  very  regular  in  their  times  of 
calling.  Regularity  becomes  a  necessity.  If  goods  be 
sold  on  terms  of  three  months  current  journey  account. 
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a  customer  might  not  object  if  the  traveller's  next 
visit  took  place  four  months  afterwards  instead  of 
three.  But  if  the  balance  were  to  be  redressed  by 
timing  the  succeeding  visit  at  an  interval  of  only  two 
months,  the  customer  might  reasonably  complain  that 
the  account  presented  for  payment  of  the  goods  ordered 
on  the  last  occasion  was  not  due  for  another  month. 
Besides  this,  a  traveller  who  calls  at  regular  intervals 
can  form  a  pretty  shrewd  conception  of  his  customer's 
requirements  up  to  the  time  of  his  next  call,  and  will 
use  his  best  endeavours  to  secure  the  order,  so  that 
he  shall  not  purchase  the  same  class  of  goods  else- 
where in  the  meanwhile.  It  must,  however,  be  observed 
that  the  tendency  of  the  present  day  is  to  order  more 
for  immediate  requirements,  and  less  for  stock,  than 
hitherto,  because  the  modes  of  transit  are  now  so  much 
improved,  and  there  is  less  delay  in  the  execution  of 
orders.  At  the  same  time  there  are  always  some  who 
are  inclined  to  buy  more  than  usual  when  they  foresee 
the  likelihood  of  a  rising  market,  and  if  they  value  the 
traveller's  opinion,  may  order  exceptionally  on  the 
strength  of  his  intimation  as  to  the  likelihood  of  a  rise 
in  values. 

The  post  of  commercial  traveller  is  one  that  is 
generally  eagerly  competed  for,  partly  because  there  are 
always  novices,  who,  ignorant  of  the  real  qualifications 
necessary  for  it,  are  ready  to  assume  that  they  are 
competent  to  fill  such  a  position  ;  and  partly  because 
it  is  well  known  that  business  men  set  a  high  value  on 
-the  services  of  a  representative  who  is  really  efficient ; 
and  the  position  is  therefore  coveted  for  the  emolument 
attached  to  it. 

A  commercial  traveller  usually  has,  in  addition  to 
his  salary,  an  allowance  for  his  daily  expenses.  This 
varies  of  necessity,  as  some  travellers  have  much  more 
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expense  in  moving  samples  about  than  others  who  do 
not  require  to  show  them  except  in  minute  quantities ; 
and  the  cost  of  travelling  differs  in  different  parts  of 
the  country.  Where  travellers  have  to  post,  their 
expenses  are  naturally  higher  than  where  they  can 
travel  by  rail. 

Some  get  commissions  regulated  in  accordance  with 
the  amount  of  their  personally  effected  sales.  This 
affords  some  stimulus  to  sell,  but  the  system  is  often 
attended  with  drawbacks.  The  execution  of  many  an 
order  has  been  delayed  because  the  traveller  has 
induced  a  customer  to  direct  it  to  him  and  not  to  the 
firm,  so  that  he  may  recopy  the  order  and  send  it  to 
the  firm,  making  it  appear  as  if  taken  on  journey  by 
him.  Employers  of  commercial  travellers  are  placed 
at  some  disadvantage  if  they  themselves  have  had  no 
experience  of  travelling.  They  are  likely  to  expect  too 
much  or  too  little,  not  being  fully  acquainted  either 
with  the  difficulties  or  the  opportunities  of  the  traveller's 
life. 


CHAPTER   XVIII 

CHAMBERS  OF   COMMERCE 

Habitual  readers  of  newspapers  can  scarcely  fail  to  be 
familiar  with  the  constant  reports  of  proceedings  con- 
ducted by  Chambers  of  Commerce  in  some  parts  of  the 
country.  At  one  time  there  is  a  conference  for  the  pro- 
tection of  commercial  interests,  at  another  a  movement 
in  favour  of  commercial  education,  or,again,  a  representa- 
tion to  Parliament  with  a  view  to  the  general  benefit  of 
commerce,  or  for  the  sake  of  assisting  the  development 
of  some  branch  of  trade  with  a  special  local  importance. 
The  prominence  and  publicity  that  are  given  to  the  trans- 
actions of  Chambers  of  Commerce  are  apt  to  foster  the 
erroneous  belief  that  these  institutions  are  subsidised  by 
the  State.  As  a  matter  of  fact,  however,  they  are  com- 
posed of  subscribing  members,  and  derive  no  support 
from  rates  and  taxes. 

A  Chamber  of  Commerce  may  be  defined  as  a  Board 
composed  of  merchants  and  traders  of  a  city,  who  are 
associated  for  the  special  purpose  of  promoting  the  local 
commercial  interests,  and  who  desire  further  to  promote 
those  of  the  United  Kingdom. 

A  Chamber  of  Commerce  cannot  properly  be  said  to 
have  any  executive  power,  yet  these  unofficial  associa- 
tions carry  such  weight  and  authority  that  Government 
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gives  a  ready  hearing  to  their  recommendations,  treats 
them  as  suitable  channels  for  the  circulation  of  com- 
mercial intelligence,  and  supplies  them  for  that  purpose 
with  available  matter  through  the  Board  of  Trade  and 
the  Foreign  Office,  and  similar  sources  of  informatfon. 
An  international  system  of  Chambers  of  Commerce  is 
largely  in  vogue,  and  delegates  from  the  various  bodies 
are  invited  to  their  common  conferences. 

The  larger  Chambers  are  subdivided  into  trade  sec- 
tions, the  deliberations  of  which  are  directed  by  com- 
mittees of  experts,  and  so  complete  is  the  organisation 
of  their  labours  that  it  is  likely  that  no  matter  of 
commercial  importance  fails  to  come  under  the  notice 
of  the  Chambers  of  Commerce  and  to  be  submitted  to 
the  criticism  of  their  members. 

The  particular  features  of  a  few  of  the  leading 
Chambers  are  illustrated  in  the  following  sections.  The 
information  is  selected  from  the  special  matter  placed  at 
disposal  by  the  courtesy  of  various  secretaries.  Sufficient 
extracts  are  reproduced  to  testify  to  the  national  value 
of  the  institutions  in  question. 

The  Secretary  of  the  London  Chamber  oPCommerce 
writes  from  Botolph  House,  Eastcheap,  E.C.,  under  date 
December  1900,  as  follows  : — 

"  The  difference  in  organisation  between  the  London  and  other 
Chambers  of  Commerce  throughout  the  kingdom  is  not  very  great 
in  principle,  but  consists  mainly  in  its  large  membership  and  activity. 

"  This  Chamber  has  now  nearly  four  thousand  members,  and 
though  this  number  is  proportionately  small,  having  regard  to  the 
greater  conglomeration  of  London  traders,  its  membership  is  still 
very  much  larger  than  that  of  any  other  body  of  the  kingdom, 
particularly  Manchester,  Glasgow,  Dublin,  etc. 

"In  reference  to  its  organisation,  the  London  Chamber  was  the 
first,  and  for  many  years  the  only  Chamber  to  have  a  journal  of  its 
own,  and  at  the  present  moment  the  Manchester  Chamber  is,  I 
believe,  the   only  one   in   the   kingdom  which   has   followed  the 
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London  Chamber's  example,  Manchester  issuing  a  monthly  circular 
to  its  members.  .  .  .  The  London  Chamber's  monthly  journal 
contains  some  thirty-six  pages  and  advertisements. 

"  The  London  Chamber  further  has  developed  more  than  any 
other  the  system  of  trade  sections  or  committees,  in  which  are 
specially  grouped  members  of  particular  trades  who  transact  their 
own  business  quasi  independently,  subject  only  to  the  control  of  the 
governing  body.  There  are  nearly  forty  of  the  trade  sections  or 
committees  in  active  operation. 

"  The  London  Chamber  has  also  developed  far  more  than  any 
other  the  system  of  obtaining  the  co-operation  of  existing  commercial 
associations,  some  thirty  of  which  are  affiliated  with  the  Chamber, 
appointing  annually  one  of  their  members  to  a  seat  on  the  govern- 
ing body  who  have  the  right  to  take  part  in  all  discussions  and  to 
move  resolutions  as  may  be  required. 

"  One  feature  of  the  London  organisation  which  I  believe  is 
unique  is  the  institution  of  an  employment  department,  the  import- 
ance of  which  you  will  gather  from  the  advertisements  appearing 
in  the  journal.  By  means  of  this  department  a  large  number  of 
employes  of  the  better  class  are  able  to  find  employment  amongst 
some  of  the  very  best  firms  in  the  city. 

"  Another  unique  feature  of  the  London  Chamber  is  the  formation 
of  the  London  Labour  Conciliation  and  Arbitration  Board,  under 
which  no  less  than  27  strikes  or  menaces  of  strikes  have  been 
amicably  settled. 

"As  an  indication  of  the  Chamber's  influence  and  power  even  in 
Parliament,  I  may  mention  the  appointment  of  the  Royal  Commis- 
sion on  the  Port  of  London  which  is  now  sitting,  the  appointment 
of  which  is  almost  entirely  due  to  the  action  of  this  Chamber,  and 
the  result  of  which  may  possibly  be  an  entire  reform  and  re-organisa- 
tion of  the  dock  and  port  system  of  the  river  Thames. 

"  A  third  special  feature,  the  result  of  which  has  been  greatly  felt 
throughout  the  country,  the  source  of  origin  of  which,  however, 
is  not  so  well-known,  is  the  Chamber's  action  for  the  past  ten 
years  in  bringing  the  Colonies  and  Mother  Country  more  closely 
together.  It  is  hardly  too  much  to  say  that  the  Jubilee  festivities, 
as  far  at  least  as  the  inclusion  of  the  Colonial  Premiers  is  concerned, 
and  possibly  also  the  participation  of  the  Colonies  in  the  present 
war,  cannot  be  disconnected  from  the  Chamber's  work  and  from  the 
efforts  which  it  has  made  in  this  connection. 

"  When  I  add  that  the  Chamber  holds  nearly  400  meetings  per 
annum,  that  the  number  of  letters  received  runs  to  nearly  1 5,oco, 
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letters  and  circulars  issued  (excluding  printed  matter)  to  nearly 
60,000  per  annum,  you  may  gather  some  idea  of  the  almost  feverish 
activity  which  emanates  from  10  Eastcheap,  and  which  is  done  so 
quietly  that  the  general  public  have  very  little  knowledge  of  what  is 
being  done."  * 

The  Birmingham  Chamber  of  Commerce,  among 
other  valuable  work,  has  been  at  considerable  pains  to 
recommend  subjects  of  commercial  study  with  a  view  to 
their  adoption  by  the  University  of  Birmingham.  This 
suggested  curriculum  comprises  instruction  in  mathe- 
matics and  science,  modern  languages,  commercial 
geography,  and  the  elements  of  commercial  law  and 
economics,  including — 

{a)  Values,  foreign  exchanges. 

{b)   Production  and  consumption. 

(r)   Associations  and  commercial  companies. 

{d)  Distribution  of  wealth,  wages,  profits,  and  interests. 

Similarly,  its  scheme  of  commercial  histor}^  in- 
cludes : — 

{a)  International  industrial  progress. 

(^)  Industrial  reforms  and  development  of  manufactures  and 

commerce, 
(r)  History  and  effects  of  Colonial  expansion. 
{d)  Methods  of  colonisation  and  Colonial  administration. 
{e)  History  of  commercial  and  industrial  legislation. 
(/)  Economic  changes  and  their  bearing  on  trade. 

Subjoined  is  a  standard  for  the  Commercial 
Education  of  Employes,  suggested  by  the  Education 
Committee  of  the  Birmingham  Chamber  of  Com- 
merce : — 

"  Your  Committee  is  of  opinion  that  the  subjects  in  which  a  boy 
should  be  efficient  on  leaving  a  Board  School  to  enter  an  office,  say, 
at  the  age  of  14,  are  as  follows  : — He  should  write  a  good  hand,  he 
should  be  able  to  compose  a  good  ordinary   business   letter  ;  he 

*  The  Secretary  refers  further  to  the  special  efforts  made  by  the 
London  Chamber,  for  the  pro^notion  of  commercial  education. 
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should  have  a  good  knowledge  of  Arithmetic,  including  the  Metric 
System^  and  especially  he  should  have  a  sound  knowledge  of 
Geography,  with  commercial  application. 

"Every  boy  entering  business  at  15  or  16  should  have  the 
following  qualifications  : — (i)  He  should  write  a  good  hand — the 
(experience  of  business  men  of  Birmingham  tends  to  show  that 
insufficient  attention  is  given  to  writing  in  the  Higher  Schools,  and 
that  often  the  boys  from  the  Board  Schools  write  a  better  hand 
than  those  coming  from  the  Higher  Schools  ;  (2)  he  ought  to  have 
a  good  knowledge  of  the  whole  of  Arithmetic  ;  (3)  he  should  know 
the  principles  of  book-keeping  by  single  and  double  entry — as 
systems  of  book-keeping  vary  in  each  office,  it  is  of  greater 
importance  that  a  boy  should  be  well-grounded  in  the  general 
principles,  than  that  he  should  possess  detailed  knowledge  of 
book-keeping  ;  (4)  his  knowledge  of  Commercial  Geography  should 
be  very  thorough  ;  (5)  he  ought  to  have  one  foreign  language 
thoroughly  at  his  command,  e.g.^  he  should  be  able  to  write  an 
ordinary  business  letter  with  correctness  and  facility,  and  to  read 
and  understand  any  book  or  newspaper  with  ease,  as  well  as  to* 
converse  fluently.  This  last  qualification,  it  is  to  be  feared,  will 
not  be  attained  till  the  supply  of  first-class  teachers  of  modern 
languages  has  been  very  much  increased  ;  (6)  he  should  also  have 
a  good  grounding  in  a  second  modern  language,  that  he  may 
continue  the  study  of  it  in  the  evening  if  necessary. 

"  Your  Committee  would  give  preference  to  German  as  being 
the  most  important  language  to  learn,  as  the  literature  connected 
with  Commercial  and  Industrial  Education  is  better  in  Germany 
than  in  any  other  country,  and  a  large  proportion  of  the  com- 
mercial houses  in  South  America  and  other  countries,  with  whom 
we  seek  to  do  business,  are  managed  or  owned  by  Germans." 

Turning  to  Liverpool,  we  find  that  the  Chamber  of 
Commerce  in  that  centre  has  taken  special  interest  in 
the  subject  of  Railway  legislation,  on  which  it  furnished 
elaborate  returns  and  tables  to  the  Board  of  Trade  in 
connection  with  the  provisions  of  the  Railway  and 
Canals  Traffic  Act  of  1888.  The  Secretary  adds,  after 
communicating  this  information  : — 

"  I  think  I  may  say  that  the  Schedule  of  Objections  (to  the 
proposals  of  the  Railway  Companies)  and   its  appendices  were 
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used  as  a  pattern  by  many  Chambers  of  the  country.  Amongst  the 
most  recent  work  has  been  investigation  into  various  Schemes, 
Railway  and  Tramway,  formed  with  the  object  of  reducing  the  cost 
of  conveyance  of  merchandise  between  Liverpool  and  the  local 
manufacturing  districts." 

He  writes  further  : — 

"I  should  not  forget  to  say  that  since  the  year  1884,  this 
Chamber  has  had  an  African  Trade  Section,  the  work  of  which 
has  had  a  very  far-reaching  effect  upon  the  policy  of  the  Govern- 
ment in  regard  to  West  Africa,  as,  for  instance,  in  the  acquisition 
of  large  protectorates,  the  construction  of  railways,  the  regulation 
of  tariffs,  and,  above  all,  in  the  revoking  of  the  Royal  Niger 
Company's  Charter  and  the  opening  of  Nigeria  to  'free  trade.'" 

And  here  it  is  worthy  of  mention  that,  though 
Liverpool  and  Manchester  are  frequently  in  industrial 
^competition,  their  two  Chambers  of  Commerce  have 
united  from  time  to  time  in  petitioning  Parliament 
for  some  common  interest ;  and  they  constantly  send 
each  other  copies  of  resolutions  passed  concerning 
matters  of  commercial  importance. 

The  Bristol  Chamber  of  Commerce  has  taken  active 
steps  in  promoting  the  development  of  trade  between 
the  city  of  Bristol  and  the  West  Indies,  and  is  still 
devoted  to  its  encouragement.  It  is  the  general  opinion 
of  the  majority  of  the  members  of  that  Chamber  that 
the  benefits  to  be  derived  from  the  West  Indian  trade 
will  by  no  means  be  confined  to  Bristol  and  its  vicinity, 
but  will  extend  over  a  large  area  of  the  kingdom. 

The  doyen  of  all  the  Chambers  of  Commerce  in  the 
United  Kingdom  is  that  of  Glasgow,  which  was  estab- 
lished in  1783.  This  Chamber  makes  a  speciality  of 
shipping  interests,  and  has  been  instrumental  in  inducing 
Lloyd's  to  establish  a  branch  or  local  committee  in 
Glasgow. 

In   common   with   the    other    large    chambers,   the 
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Glasgow  Chamber  of  Commerce  has  taken  vigorous 
steps  of  late  towards  organising  a  system  of  commercial 
education,  and  has  adopted  a  high  standard  for  its  senior 
certificate  of  proficiency.  Not  only  must  a  candidate 
acquit  himself  creditably  in  writing,  arithmetic,  book- 
keeping, shorthand,  English  and  commercial  geography, 
but  his  requisite  knowledge  of  foreign  languages  is  not 
likely  to  be  acquired  without  close  application,  and  the 
possession  of  such  a  certificate  will  be  of  material 
advantage  to  the  interests  of  its  winners  in  their  future 
commercial  career.  The  particulars  of  the  examination 
in  modern  languages  are  subjoined  : — 


French, 

German, 

Italian, 

Spanish, 

Portuguese, 

Swedish, 

Danish, 


Russian, 
Chinese, 
Japanese, 


To  count 
threefold 


For  the  Senior  Certificate 

'  Two  languages,  one  other  than 
German  or  French  being  de- 
sirable. Read  fluently,  and 
translate  freely,  and  write 
reasonably  correctly.  Trans- 
late such  works  as  Lessing's 
dramas,  Ebers,  Kuno  Fischer, 
Auerbach,  in  German,  and 
corresponding  works  in  other 
languages. 

(  Leniency  to  be  shown  with 
regard  to  these  three  last- 
named  languages,  and  one 
mark  on  any  one  of  these 
languages  to  count  equal 
to  three  marks  on  any  other 
language. 

The  Glasgow  Chamber  has  for  many  years  been 
in  close  touch  with  British  interests  in  India.  In  May 
1900  it  petitioned  the  India  Office  on  behalf  of  the 
Indian  subjects  of  the  Crown,  who  were  suffering  at 
that  time  from  famine.  It  is  in  constant  communica- 
tion with  Eastern  chambers,  such  as  those  of  Bombay 
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and  Calcutta.  It  petitioned  for  a  reduction  in  the 
rates  of  telegrams  from  the  United  Kingdom  to  India, 
and  has  altogether  done  much  towards  facilitating 
British  intercourse  with  our  Indian  empire. 

It  is  worthy  of  note  that  when  any  Chamber  of 
Commerce  takes  steps  towards  the  promotion  of  some 
commercial  interest,  the  scope  of  that  interest  is  seldom 
confined  to  the  town  to  which  the  Chamber  belongs. 
Its  wider  field  of  operation  is  not  unnatural  when  we 
consider  that  the  project  is  devised  by  a  number  of 
merchants  in  conference.  They  bring  their  varied 
experience  to  bear  on  the  subject  in  hand,  and  they 
know  that  in  these  days  a  measure  which  partakes  of 
the  nature  of  a  monopoly  is  likely  to  meet  with  strong 
opposition.  Accordingly,  they  seldom  set  their  forces 
in  motion  except  in  a  cause  which  is  calculated  to 
benefit  a  large  proportion  of  the  trading  community. 
Common  sense  tells  them  that,  unless  they  can  show 
that  they  are  consulting  the  interests  of  a  majority, 
they  are  unlikely  to  receive  the  attention  and  approval 
of  Government,  and  will  suffer  in  consequence  a  diminu- 
tion of  prestige.  Sometimes  the  pressure  brought  to 
bear  is  so  convincing  that  the  recommendations  are 
readily  adopted.  An  instance  occurred  in  1900,  when 
Chambers  of  Commerce  all  over  the  country  took 
exception  to  the  Budget  proposal  of  the  Chancellor  of 
the  Exchequer,  to  impose  a  Stamp  Duty  of  id.  on 
Contract  Notes  for  "  the  sale  or  purchase  of  any  goods, 
wares,  or  merchandise"  of  £l  value  and  under  ;^ioo, 
and  of  IS.  on  all  over  ;^ioo,  and  there  is  no  doubt  but 
that  their  strenuous  opposition  and  prompt  action  in 
the  matter  were  instrumental  in  inducing  the  Chancellor 
of  the  Exchequer  to  abandon  the  proposed  duty. 


CHAPTER  XIX 

CONSULS 

The  commercial  interests  of  every  country  which 
extends  its  trade  beyond  its  own  limits  require  repre- 
sentatives to  look  after  and  protect  them.  Hence  the 
establishment  of  consuls  and  consulates. 

The  term  "  consul "  formerly  had  a  different  signifi- 
cation. It  was  applied  by  the  ancient  Romans  to  the 
two  chief  magistrates  in  the  republic,  and  it  was 
transferred  in  France  after  the  Revolution  to  a  rank  of 
the  civil  magistracy.  But  in  the  present  day  a  consul  is 
a  Government  official  deputed  to  reside  at  a  definite 
place  abroad,  to  perform  certain  representative  duties 
on  behalf  of  his  country  and  fellow-subjects. 

There  are  various  grades  in  the  Consular  Service, 
comprising  (i)  Consuls-general ;  (2)  Consuls  ;  (3)  Vice- 
Consuls  ;  (4)  Consular  Agents. 

There  are  also  Pro-Consuls,  but  these  are  always 
subordinate  to  a  consul,  who  is  responsible  for  them,  and 
as  a  rule  they  are  merely  attorneys  who  perform  certain 
notarial  and  formal  work  for  the  consul.  The  appoint- 
ment is  one  giving  no  claim  to  salary  or  promotion  in 
the  consular  service,  and  may  be  revoked  at  any  time 
by  the  principal  consular  officer  in  the  district  or  at  the 
port,  or  by  the  Secretary  of  State.     Consuls-general  and 
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consuls  receive  their  commissions  from  the  Crown 
through  the  Foreign  Office,  of  which  the  consular  service 
is  a  part.  They  customarily  appoint  the  vice-consuls 
and  consular  agents. 

The  official  position  of  a  consul  is  recognised  by  the 
country  in  which  he  resides,  so  that  he  is  not  likely  to 
be  interfered  with  in  the  ordinary  discharge  of  his  duties, 
but  rather  to  be  protected,  should  necessity  arise. 

A  consul  has  frequently  to  decide  differences  arising 
between  British  subjects  in  the  locality  where  he  is 
stationed  and  the  people  of  the  country.  He  is  bound 
to  uphold  the  lawful  interests  of  his  countrymen. 
There  are  times  when  he  has  to  act  with  promptitude  in 
situations  involving  grave  responsibilities.  He  has  to 
help  British  subjects  tried  for  offences  in  local  courts, 
and  to  ascertain  that  those  sentenced  be  not  subjected 
thereafter  to  inhuman  treatment.  In  case  of  shipwreck 
on  a  foreign  coast  the  nearest  consul  has  to  see  to  the 
welfare  of  the  crew  if  there  be  survivors,  and  assist 
them  according  to  their  necessities. 

Provisions  are  made  by  Act  of  Parliament  for  consuls 
and  consular  officers  to  celebrate  marriages  under 
certain  conditions. 

The  consul  has  for  a  long  time  past  been  regarded 
as  a  resource  in  emergency  for  the  trader  to  apply  to, 
should  his  foreign  transactions  involve  him  in  difficulty. 
In  many  countries  the  foreign  exporter  has  a  wholesome 
apprehension  of  a  British  consul's  representation  to  the 
local  authorities,  and  will  often  concede  a  disputed  point 
readily  on  the  first  intimation  of  the  possibility  of  its 
arising.  But  consular  jurisdiction  is  yet  more  exten- 
sive to-day.  The  Foreign  Office  not  only  requires  its 
consuls  to  protect  the  interests  of  the  British  trader, 
but  further  to  make  independent  research  and  to 
collect   information  calculated  to   facilitate   the   exten- 
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sion  of  the  foreign  trade  of  the  United  Kingdom. 
And  to  such  requisitions  many  of  them  have  ably  re- 
sponded, as  may  be  seen  from  the  Diplomatic  and 
Consular  Reports,  which  are  readily  obtainable  at  a 
small  cost  (prices  range  from  a  halfpenny  upwards) 
through  any  bookseller  or  directly  from  the  Govern- 
ment publishers,  Messrs  Eyre  and  Spottiswoode,  East 
Harding  Street,  Fleet  Street,  E.G.  It  is  to  be  feared 
that  these  reports  have  hitherto  scarcely  had  the 
general  publicity  merited  by  their  contents,  which  can 
readily  be  comprehended  and  afford  instructive  and 
interesting  information. 

All  over  the  world  there  are  consuls  who,  besides 
executing  the  consular  duties  pertaining  to  the  post, 
engage  in  some  trade  or  profession  in  no  way  connected 
with  it.  This  in  some  cases  leads  to  a  misconception. 
The  erroneous  idea  is  fostered  that  these  officials  are 
State-paid,  and  that  in  consequence  our  country  ought 
to  exact  fuller  services  from  them.  But  the  fact  is  that 
they  are  not  salaried  officials.  A  salaried  consular 
officer  is  prohibited  from  trading.  He  must  earn  his 
salary  by  devoting  his  entire  available  time  to  the 
British  Government.  The  argument  advanced  in 
favour  of  the  employment  of  some  unsalaried  consular 
officers  is  that  it  helps  to  reduce  the  expenses  for  which 
the  public  have  to  be  taxed,  and  which  are  of  necessity 
very  heavy.  Public  opinion,  however,  is  by  no  means 
unanimous  in  favouring  the  arrangement ;  some  advo- 
cate strongly  that  all  consular  officers  should  be  State- 
paid,  but  in  maintaining  this  view  they  should  first 
ascertain  whether  or  not  the  State  provides  for  the 
discharge  of  consular  duties  to  trade  by  other  means. 
In  the  German  Empire,  for  example,  where  the  Consul- 
general  in  Berlin  is  an  unsalaried  official,  admirable 
reports   on   questions    bearing    on    German   trade   and 
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the  interests  of  British  traders  are  published  from  time 
to  time  in  the  Consular  and  Diplomatic  pamphlets  of 
the  Foreign  Office,  through  the  agency  of  the  Com- 
mercial Attache  for  Northern  Europe,  who  is  constantly 
in  residence  at  the  German  or  Swedish  Embassy. 

The  unsalaried  consul  is,  however,  entitled  to  certain 
fees  pertaining  to  the  duties  of  his  office,  and  the  posi- 
tion is  one  which  is  often  eagerly  sought  after,  as  it 
promotes  the  holder's  interests  in  various  ways.  A 
consular  officer,  for  instance,  often  acts  as  a  banker, 
and  those  who  come  to  him  for  assistance  will  be  likely 
to  find  it  expedient  to  have  money  transactions  with 
him.  The  post  confers  a  certain  social  status,  as  the 
consular  officer,  if  not  directly  appointed,  ordinarily  wins 
the  position  through  the  recommendation  of  the  Consul- 
general  for  the  district,  whose  appointment  has  been 
made  directly  by  the  Foreign  Office.  Sometimes  a 
special  grant  of  money  is  made  for  some  particular 
service  connected  with  the  consulate. 

Although  it  does  happen  that  foreigners  are 
employed  in  the  British  consular  service,  preference  is 
given  to  a  British  subject,  and  an  examination  of  the 
list  of  salaried  officers  shows  unquestionably  that  such 
is  the  case.  A  reflection  is  often  cast  upon  the  English- 
man for  his  defective  knowledge  of  foreign  languages, 
and  it  is  well  to  note  that  there  is  a  constant  call 
for  English  consular  assistants  abroad,  and  for  student  in- 
terpreters in  China,  Corea,  Japan,  Siam,  and  in  the  Levant. 

There  are  certain  books  which  consular  officers  are 
required  to  keep,  and  others  which  are  very  expedient 
for  their  use.  They  must  have  Registers  (i)  of 
Correspondence ;  (2)  of  Births ;  (3)  of  Deaths ;  further, 
a  Fee  Cash  Book,  and  they  are  required  to  have  a  book 
containing  a  list  of  special  instructions  (^comprising 
those  concerning  Merchant  Shipping  and  Seamen). 
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At  consular  offices  where  marriages  are  allowed  to 
be  performed  there  must  be  kept  in  duplicate  a  Register 
of  Marriages,  and  a  Register,  or  Transcript,  of  Marriage 
Notices. 

Some  consuls  have  to  keep  more  separate  books 
than  others,  but  in  all  cases  transcripts  of  despatches 
to  the  Foreign  Office,  and  to  His  Majesty's  Minister, 
as  well  as  a  transcript  of  all  general  official 
despatches,  have  to  be  preserved  in  the  consular 
books. 

All  official  Acts  or  Documents  deposited,  made,  or 
retained,  have  to  be  accounted  for,  so  that  a  Register 
of  these  is  practically  necessary. 

The  following  additional  list  of  indispensable  books 
is  taken  from  the  Consular  Formulary^  by  Mr  A.  Percy 
Inglis:  Registers  of  (i)  British  Shipping;  (2)  Ship's 
Protests  ;  (3)  Transactions  in  Ships ;  (4)  Seamen. 

Books  usually  indispensable  are  specified  in  the 
aforesaid  formulary  as  (i)  Register  of  Deeds  ;  (2)  Register 
of  Passports  granted  and  vised ;  (3)  Cash-Book ;  (4) 
Seaman's  Cash-Book ;  (5)  Book  of  Daily  Memoranda, 
of  services  rendered  to  British  ships,  desertions  reported, 
arrests,  and  admissions  to  hospital. 


CHAPTER   XX 

SOME  FEATURES  OF  MODERN   COMMERCE 

The  developments  of  commerce  have  of  late  years 
been  so  extensive,  and  the  fresh  features  so  numerous, 
that  they  cannot  be  particularised  in  detail,  but 
there  are  some  to  which  special  attention  is  now 
directed. 

One  of  these  features  is  the  increase  of  trade 
journals.  Many  of  them  have  only  been  started  within 
the  last  quarter  of  a  century,  but  if  early  copies  of  some 
of  the  older  ones  be  compared  with  the  modern 
issues  of  the  same  journals,  an  almost  universal  increase 
will  be  noticed  in  the  bulk  of  their  contents. 

Nowadays  nearly  every  retail  tradesman  has  ready 
access  to  Some  journal  which  can  afford  him  information 
bearing  on  his  trade.  Formerly  the  circulation  was 
much  more  commonly  confined  to  the  wholesale  firms. 
In  this  respect  the  change  has,  in  a  great  measure,  been 
effected  by  the  strength  of  the  spirit  of  competition. 
When  that  spirit  was  weaker,  and  profits  were  larger 
in  proportion  to  the  amount  of  trade  done,  retail  traders 
generally  gave  less  attention  to  the  study  of  the  market 
value  of  the  wares  in  which  they  dealt,  and  were  con- 
tent to  get  information  periodically  through  the  large 
wholesale  firms  that  supplied  them.     In  the  present  day 
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they,  as  a  rule,  study  prices  carefully,  and  avail  them- 
selves of  trade  journals  for  the  purpose,  as  the  directors 
of  these  take  care  to  include  market  reports,  and  to 
give  information  as  to  available  supplies,  and  such 
prospects  of  supply  and  demand  in  the  near  future,  as 
may  be  calculated  to  affect  values.  Estimates  of 
coming  crops  are  frequently  given,  and  results  com- 
pared with  those  of  past  seasons,  all  of  which  informa- 
tion is  likely  to  be  useful  to  buyers.  For  instance, 
should  a  dealer  in  some  particular  kind  of  produce 
(such  as  a  special  oil  or  grain),  get  sound  information 
to  the  effect  that  the  yield  of  the  approaching  season 
will  be  very  plentiful,  he  is  likely  to  take  steps  to  sell 
out  his  present  stock  freely,  so  as  to  have  little  or  none 
on  hand  when  the  new  product  comes  on  the  market. 
Accordingly,  he  will  be  ready  to  sell  at  comparatively 
low  prices,  and  make  material  reductions  so  as  to 
induce  buyers  to  purchase  in  quantity.  But  on  the 
other  hand,  should  he  have  good  reason  for  apprehend- 
ing a  scarcity  shortly,  and  higher  prices  in  consequence, 
he  will  then  in  all  probability  be  disposed  to  husband 
his  stock,  and  not  to  push  sales,  that  is,  not  to  try 
to  sell  over  and  above  that  which  will,  according 
to  his  calculation,  keep  his  business  connection  to- 
gether. 

The  financial  journals,  too,  of  the  present  day  have 
been  brought  to  a  high  pitch  of  perfection,  and  afford 
valuable  information  and  statistics,  which  throw  such  a 
light  on  the  trading  of  nations,  as  was  neither  looked 
for  nor  forthcoming  half  a  century  ago. 

So  clearly  and  straightforwardly  are  they  written, 
for  the  most  part,  that  it  can  unhesitatingly  be  asserted 
that  many  instructors  would  do  well  if  they  were  to 
make  more  practical  use  of  them  in  connection  with 
their  commercial  classes.     Such  journals  as  the  Econo- 
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mist  and  the  Statist*  are  in  the  habit  of  publishing 
articles  which  are  not  merely  full  of  instruction,  but 
may  likewise  readily  be  understood  by  commercial 
students  as  well  as  commercial  experts. 

Women-Clerks. 
The  employment  of  women  in  commercial  houses 
to  a  greatly  increased  extent  is  very  notable.  There 
are,  for  instance,  far  more  women  employed  in  counting- 
houses  than  there  used  to  be  ten  years  ago,  not  only  as 
stenographers  and  typewriters,  but  as  book-keepers. 
Whatever  opinions  may  be  entertained  as  to  the 
general  benefit  of  this  innovation,  a  tribute  of  respect 
can  hardly  fail  to  be  paid  to  those  who  have  patiently 
and  perseveringly  toiled  till  they  have  become  qualified 
to  undertake  responsible  work  of  the  kind. 

Commercial  Morality. 

Another  feature  of  the  present  day  is  the  endeavour 
to  suppress  adulteration ;  and  the  demand  for  a  higher 
standard  of  purity  is  also  evident.  Considerable  expense 
is  incurred  by  the  process  of  inspection  and  the  payment 
of  analysts,  and  offenders  against  the  Food  and  Drugs 
Act  are  generally  very  rigidly  prosecuted. 

There  is  a  strong  public  feeling  that  impurity  shall 
not  be  tolerated,  and  consequently  a  far  higher  standard 
of  purity  is  generally  demanded  and  attained.  Manu- 
facturers now  frequently  put  an  article  on  market, 
of  which  the  impurity  does  not  amount  to  i  or 
2    per    cent.,    whereas    twenty    years    ago    the    same 

*  Both  these  journals,  for  example,  in  their  issue  of  12th  January 
1901,  afforded  important  information  relative  to  the  foreign  trade 
of  the  United  Kingdom.  Extracts  from  the  Statist  will  be  found 
at  the  end  of  the  chapter,  in  which  intelligence  as  to  the  United 
States  trade,  as  well  as  that  of  England,  is  included. 
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sort  of  goods  contained  at  least  6  per  cent.,  and 
was  recognised  withal  as  the  best  available  com- 
mercially pure  article.  Many  commodities  which  used 
to  be  sold  as  "commercially  pure"  (the  specification 
being  meant  to  imply  that  they  were  unadulterated 
and  comparatively  free  from  extraneous  matter)  are 
now  often  guaranteed  to  be  absolutely  free  from  im- 
purity, as  the  popular  feeling  has  helped  to  stimulate 
manufacturers  and  refiners  to  perfect  their  processes. 
The  present-day  grievance  is  not  confined  to  adultera- 
tion. There  is  a  general  complaint  that  there  is 
more  substitution,  that  shopkeepers  are  continually 
trying  to  supply  not  that  which  is  asked  for,  but 
something  else  which  they  have  a  special  interest  in 
selling,  because  there  is  a  greater  margin  of  profit 
on  it. 

Evidence  of  the  desire  of  raising  the  standard  of 
commercial  morality  has  been  afforded  by  the  prepara- 
tion of  the  Prevention  of  Corruption  Bill,  which  many 
hoped  that  the  late  Lord  Chief  Justice  of  England, 
Lord  Russell  of  Killowen,  would  have  lived  to  carry 
through  Parliament,  and  which  is  likely  to  be  re- 
introduced, though  perhaps  with  some  departure  from 
the  original  framing.  Quoting  from  the  form  as 
printed,  22nd  June  1900 : — 

"  The  object  of  the  Bill  may  be  shortly  stated  as  an  effort  to 
check,  by  making  them  criminal,  a  large  number  of  inequitable 
and  illegal  secret  payments,  all  of  which  are  dishonest,  and 
tend  to  shake  confidence  between  man  and  man,  and  to  dis- 
courage honest  trade  and  enterprise." 

Such  a  measure  is  always  calculated  to  meet  with 
opposition  on  the  ground  that  it  is  difficult  to  draw 
a  hard  and  fast  line  as  to  what  constitutes  bribery, 
but  the  fact  that  there  was  a  confident  feeling  that  a 
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section  would  warmly  support  it,  is  indicative  of  the 
tone  of  public  feeling  against  illicit  practices,  and  any 
form  of  bribery  calculated  to  injure  straightforward 
trade. 

Advertising. 

Amongst  features  of  modern  commerce  the  extra- 
ordinary growth  of  advertising  is  specially  noticeable. 
New  forms  of  advertising  arc  continually  being  invented, 
and  more  and  more  money  is  spent  in  it  yearly,  while 
the  number  of  advertising  agents  continues  to  increase. 
Government  itself  has  constantly  to  resort  to  it  as  a 
means  of  obtaining  certain  requirements  to  the  best 
advantage.  Like  most  of  the  leading  companies,  for 
instance,  it  invites  tenders  for  the  supply  of  various 
wants  through  the  medium  of  advertisements  in  the 
public  press.  Legal  enactments  necessitate  advertising 
to  a  considerably  increased  extent,  public  notification 
being  now  required  before  exemptions  from  various 
responsibilities  and  liabilities  are  granted. 

In  these  days  of  keen  competition  one  of  the  first 
inquiries  of  a  dealer  of  any  one  who  asks  him  to  buy 
some  fresh  article  not  yet  generally  known  is  ordinarily, 
"  To  what  extent  do  you  advertise  or  propose  to  advertise 
it  ?  "  He  knows  that  the  chances  of  sale  largely  depend 
on  the  amount  of  publicity  afforded  to  it  by  means  of 
advertising. 

One  advantage  which  a  wholesale  firm  may  obtain 
through  advertising  is  the  hold  which  is  thus  ac- 
quired over  retailers  whose  trade  is  desired.  The 
latter  are  practically  bound  to  a  great  extent  to  sell 
what  is  asked  for  by  the  public,  and  advertisements 
influence  the  public  materially. 

At  the  same  time  it  cannot  be  denied  that  advertis- 
ing often   leads  to  perversions  of  the  truth  and  gross 


XX.]  SOME  OF  ITS  EVILS  24! 

exaggeration.  An  article  which  is  fairly  serviceable 
for  some  purpose  is  advertised  as  the  very  best  for  it, 
and  so  on.  It  has  become  a  byword  that  every 
proprietor  of  a  pill  or  patent  medicine  is  given  to 
advertising  it  as  a  universal  cure  for  every  ailment 
under  the  sun. 

Much  of  the  fault  lies  with  those  who  frame  adver- 
tisements for  others,  and  suggest  such  modes  of 
exaggeration.  Advertising  agents  are  largely  to  blame 
in  this  respect.  They  seldom  encourage  a  strict  adher- 
ence to  moderate  terms  of  praise. 

One  reprehensible  practice  is  that  of  employing 
agents  to  importune  merchants  and  manufacturers  for 
advertisements  for  colonial  and  foreign  newspapers 
without  furnishing  them  with  particulars  of  the  import 
duties  on  each  class  of  goods  for  which  advertisements 
are  solicited.  It  borders  on  obtaining  money  by  false 
pretences  when  a  newspaper  representative  solicits  and 
secures  an  order  from  a  trader  for  a  series  of  advertise- 
ments in  a  foreign  or  colonial  paper  on  the  ground 
that  articles  of  the  kind  that  he  sells  are  much  in 
demand  in  the  districts  through  which  the  particular 
newspaper  represented  is  circulated,  and  all  the  time 
conceals  from  him  the  fact  that  high  protective  duties 
are  in  force  there,  which  in  reality  must  be  a  serious 
obstacle  in  the  way  of  importation. 

The  gains  of  successful  advertisers,  and  the  annual 
sums  expended  in  advertising,  are  loudly  proclaimed 
by  those  whose  interest  it  is  to  make  them  public. 
But  it  might  be  a  salutary  proceeding  were  figures 
regularly  compiled  to  indicate  the  amount  spent  in 
advertising  both  by  unsuccessful  trading  companies  and 
private  firms.  A  spirit  of  enterprise  is  commendable, 
but  the  discharge  of  engagements  entered  into  must  not 
be  interfered  with  by  it.     When  a  small  capitalist  who 
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has  a  difficulty  in  paying  his  way  launches  into  advertis- 
ing with  the  hope  of  gain  from  it,  he  is  simply  speculat- 
ing with  other  people's  money  in  a  way  that  he  has  no 
right  to  do.  Even  should  he  be  successful  he  may  set 
an  example  to  others  similarly  situated  which,  if  followed, 
may  result  in  most  disastrous  consequences  to  themselves 
and  to  their  creditors. 

It  used  to  be  the  custom  of  those  who  were  desirous 
of  indicating  the  progress  of  commerce  to  compare  their 
present  with  the  past  of  fifty  years  earlier.  But  there 
is  no  occasion  now  to  go  so  far  back  to  mark  the  develop- 
ment. Comparisons  of  the  present  volume  of  trade 
with  that  of  twenty  years  ago  show  surprising  results  of 
growth  in  various  directions.  Although  facilities  for 
modern  commerce  are  continually  being  improved,  the 
complaint  is  constantly  made  that  they  are  inadequate 
to  cope  with  the  increase  of  business,  and  that  more 
must  be  afforded. 

At  the  same  time  the  country  is  becoming  more 
keenly  alive  to  the  fact  that  its  commerce  is  likely  to  be 
subjected  to  still  keener  competition.  The  growth  of 
the  foreign  trade  of  Germany  and  of  the  United  States 
in  particular  has  attracted  the  close  attention  of  many 
leading  commercial  men  who  do  not  cease  to  urge  the 
necessity  of  raising  the  standard  of  commercial  education 
in  England  so  as  to  cope  with  foreign  competitors. 
This  perception  has  already  resulted  in  the  estab- 
lishment of  an  increased  number  of  classes  for  various 
branches  of  commercial  education  ;  and  special  efforts 
are  being  made  to  encourage  the  learning  of  such  foreign 
languages  as  are  looked  upon  as  necessary  requirements 
for  those  who  are  to  be  fitted  for  extending  British  trade. 
The  foundation  of  a  University  in  the  Midlands  with 
a  faculty  of  commerce,  the  establishment  of  a  com- 
mercial    department     in    University    College    School, 


XX.]  COMMERCIAL  INSTRUCTION  243 

London,  the  certificates  for  commerce  granted  by  the 
Society  of  Arts  and  the  various  Chambers  of  Commerce, 
the  educational  work  of  County  Councils,  and  the  recent 
affiliation  of  the  London  School  of  Economics  with  the 
newly  constituted  University  of  London,  are  all  hopeful 
signs  of  this  tardy  and  imperative  awakening. 

The  interest  now  taken  in  the  question  of  improved 
commercial  education  by  leading  men  has  been  shown 
in  a  practical  form.     It  is  plain  that  they  have  the  wel- 
fare of  the  commercial  community  at  heart  when,  despite 
the  numerous  calls  on  their  time,  they  show  a  readiness 
to  stimulate  the  ardour  of  students  of  commerce  by 
delivering  able  addresses  to  them  which  are  full  of  in- 
formation and  interest.     Past  history  will  afford  many 
examples    of    those    who    have    sacrificed    time    and 
energy  for  the  benefit  of  the  commercial  community, 
and    in   the    present    day    the    unselfishness    of    such 
men   is   a  feature   yet   more   worthy   of  note.      Great 
statesmen    take   the    opportunity    of  expressing    with 
all   the    earnestness   in   their  power  their  firm  convic- 
tion that  the  standard  of  commercial  education  must  be 
raised  throughout  the  country  if  Great  Britain  is  to  hold 
her  own  in  commerce  in  the  near  future.     Among  such 
statesmen  the  Earl  of  Rosebery  has  been  prominent, 
and  we  cannot  better   conclude  than  by   quoting   the 
following  extracts,  by  kind  permission  of  the    Times, 
from  his  speech  on   17th  January  1901,  at  the  annual 
dinner  of  the  Wolverhampton  Chamber  of  Commerce  : — 
"  I  believe  our  raw  material  of  men  is  the  best  in  the  world.     But 
I  do  believe  this — as  far  as  I  can  judge  from  what  I  read  and  not 
from  practical  experience  in  life — I  do  believe  that  our  commercial 
men  require  educating,  training  scientifically  from  the  bottom,  if  I 
might  say  so  without  impertinence,  to  the  top.     I  believe  that  is  a 
feeling  which  has  become  very  common  in  this  country.     Now  in 
what  way  is  this  education  to  be  given?     I  see  a  great  many 
articles  now  in  the  papers  as  to  the  decline  of  our  trade — have  our 
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trade  and  manufactures  declined,  or  have  they  not  ?  And  several 
of  our  leading  newspapers  are,  as  you  know,  devoting  articles  to 
this  subject,  which  I  read  with  profit,  but  as  to  which  I  do  not 
pretend  to  pronounce  a  definite  judgment.  But  I  do  think  all 
those  articles,  whether  they  be  pessimistic  or  optimistic — and  I  am 
bound  to  say  they  are  generally  pessimistic — are  united  on  this 
point  of  education. 

"  But,  as  regards  the  question  of  education,  and  as  regards  the 
education  more  especially  of  those  who  are  pushing  our  trades  in 
foreign  countries,  there  is  a  point  to  which  I  would  venture  to 
direct  your  attention.     Is  not  our  training,   such  as  it  is,   and 
insufficient  as  it  is — is  it  not  a  little  too  insular  ?    Do  we  sufficiently 
send  young  men  to  learn  what  is  to  be  learned  abroad,  to  get  a 
certain  amount  of  training  abroad  and  return  to  this  country  with 
the   benefits   of  that   training  .^     That    very  ancient    nation,   the 
Japanese,  of  whom  we  have  by  no  means  yet  seen  the  last,  or  even 
the  beginning  in  commercial   matters,  have  long  practised   this 
system  ;  the  Germans  have  long  practised  such  a  system  ;  and  I 
confess  I  was  extremely  rejoiced  the  other  day  to  receive  a  letter 
from  the  manager  of  a  great  firm  to  say  that  they  were  sending  35 
young  men,  to  whom  they  gave  an  allowance  sufficient  for  their 
maintenance,  to  St  Petersburgh,  where  they  remained  for  two  or 
three  years  studying  electrical  engineering.  .  .  .  Now,  of  course, 
you  can  tell  me  as  practical  men  how  far  such  an  example  is  carried 
out  in  our  large  firms.     I  confess  I  was  extremely  glad  to  hear  of 
its  being  carried  out  by  some  firms,  and  I  venture  to  suggest  that 
it  is  not  unworthy  of  consideration  by  the  Chamber  of  Commerce 
.  .  .  whether  they  might  not  devote  some  money  to  some  travelling 
scholarships  of  this  kind,  which  I  am  inclined  to  believe  might 
produce  fruit  a  hundredfold.     Then,  again,  I  think  we  have  cause 
to  hope  much  from  the  great  University  which  has  been  estab- 
lished in  the  Midlands,  and  which,  as  I  believe,  may  be  the  pre- 
cursor of  many  such   modern    Universities,   or,   at  any  rate,  of 
older  Universities  changed  to  modern  ideas.     And  besides  that, 
we  have  what  I  think  is  insufficiently  known,  a  school  of  economic 
science  in  London,  which  has  some  400  students,  which  gives  a 
higher  technical  training  to  bankers  and  to  men  of  business,  and 
which,  though  not  on  so  large  a  scale  as  I  could  wish  it  were,  is, 
I  believe,  doing  work  which  even  the  Germans  envy  and  imitate, 
and  which  is,  therefore,  not  unworthy  of  imitation  by  ourselves." 
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OUR  FOREIGN  TRADE. 
[From  the  Statist^  by  kind  permission.] 

Our  imports  for  1900  reached  the  colossal  value  of 
^523,633>ooo,  as  against  ^485,035,000  in  1899  and  ^470,544,000 
in  1898.  In  two  years,  therefore,  the  imports  of  this  country  have 
increased  no  less  than  ;^53,ooo,ooo,  or  11.3  per  cent.  Allowing 
for  re-exports  of  ^63,000,000  in  1900,  against  ^65,000,000  in  1899 
and  ;^6i,ooo,ooo  in  1898,  our  net  imports  were  ^461,000,000  in 
1900,  against  ^^420,000,000  in  1899  and  ^^409,000, 000  in  1898. 
The  net  increase  in  two  years  was  thus  ;^5  2,000,000,  or  13  per 
cent.  Excluding  new  ships,  our  exports  for  the  past  twelve 
months  have  been  worth  ;!{^282,843,ooo,  against  ;i^2 5  5,296,000  in 
1899  and  ^233,359,000  in  1898,  an  increase  in  two  years  of 
^49,484,000,  or  21.2  per  cent.  Thus  the  percentage  increase  in 
the  value  of  our  exports  has  been  very  much  greater  than  that  the 
proportionate  growth  in  our  imports.  The  excess  of  imports  over 
exports  has  shown  only  a  slight  expansion  for  the  two  years, 
having  been  ;^  178,000,000  in  the  past  year,  against  ;^  165,000,000  in 
1899  and  ;!^  1 76,000,000  in  1898.  This  balance  of  imports  over 
exports  has,  however,  been  the  largest  ever  witnessed.  Further, 
we  have  to  bear  in  mind  that  the  Government  has  been  obliged  to 
purchase  in  America,  in  Argentina,  and  elsewhere,  food,  horses, 
waggons,  etc.,  for  the  army  in  South  Africa,  that  these  shipments 
were  made  direct  to  the  seat  of  war,  and  that  the  total  trade 
balance,  which  we  have  had  to  meet  out  of  our  interest,  profits, 
freight,  etc.,  received  from  our  foreign  securities,  has  been  much 
larger  than   ;^  178,000,000.     How    enormous    has   been   both   our 

imports   and  exports  for  the  past  year  will  be  seen  from  the 
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following    contrast    of    the    annual    value    of    our    trade    since 
1886:— 

Our  Total  Trade  in  Millions  of  Pounds. 


Imports. 

Less 
Re-exports. 

Net 
Imports. 

Exports. 

Excess  of  Imports 
over  Exports. 
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£ 

£ 

£ 
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1897 
1896 
1895 


1890 

1889 
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*  Including  our  exports  of  new  ships,  our  exports  would  be  £291,451,000  in  1000, 
against  £204,492,000  in  1889  ;  and  the  balance  of  our  imports  over  our  exports  would  be 
£109,000,000  in  1900,  against  £150,000,000  in  1899. 


UNITED  STATES  TRADE  WITH  THIS   AND 
OTHER  COUNTRIES. 

The  foreign  trade  of  the  United  States  merits  the  careful  atten- 
tion of  the  people  of  this  country  and  of  the  United  States.  From 
the  United  States  we  secure  nearly  30  per  cent,  of  all  the  foreign 
produce  we  need  for  food  and  for  manufacture,  and  the  United 
States  find  in  Great  Britain  a  market  for  nearly  one-half  of  the 
products  they  send  abroad.  Now  let  us  look  at  the  other  side  of 
the  picture.  The  United  States  purchase  from  this  country  less 
than  one-fourth  of  their  total  imports  of  foreign  produce,  and  we 
sell  to  the  United  States  not  much  more  than  10  per  cent,  of  the 
produce  we  send  abroad.  In  other  words,  England  buys  from  the 
United  States  nearly  four  times  more  produce  than  she  sells  to  that 
country,  and  it  is  mainly  in  consequence  of  our  huge  purchases 
that  the  United  States  are  able  to  buy  from  other  countries  silk, 
coflfee,  tea,  etc.,  are  able  to  provide  the  interest  upon  their  foreign 
debt,  to  provide  for  freight  and  insurance  charges,  to  meet  the 
very  large  expenditures  in  Europe  of  American  tourists,  and  to 
accumulate  capital  out  of  their  foreign  trade.  To  prove  our 
statement  we  will  give  the  figures  for  1900.    The  United  States 
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last  year  sold  produce  abroad  of  the  value  of  ;^296,ooo,ooo,  of 
which,  according  to  our  own  trade  figures,  something  like 
;^  1 40,000,000  was  placed  in  this  country.  On  the  other  hand, 
America  imported  produce  to  the  value  of  ;^  1 76,000,000,  of  which 
only  ;!/^3 7,000,000  was  obtained  from  this  country.  Of  this  small 
amount  only  ;i^20,ooo,ooo  was  purely  British  produce,  the  balance 
of  ^17,000,000  consisting  largely  of  Egyptian  cotton,  colonial  wool, 
etc.  Hence  of  the  immense  trade  balance  of  ;^  130,000,000  in 
favour  of  the  United  States  in  1900  no  less  than  ;^io3,ooo,ooo  was 
caused  by  our  immense  purchase  of  American  produce  and  the 
small  purchases  of  our  products  by  the  United  States. 

America  is  justly  proud  of  the  very  great  expansion  in  her 
export  trade,  but  the  American  people  and  statesmen  must  bear  in 
mind  that  the  great  growth  has  been  largely  caused  by  the 
enormous  expansion  in  England's  purchases  of  her  produce.  In  1870 
America's  exports  were  valued  at  ^80,000,000  ;  in  1 880  they  reached 
;^  1 78,000,000  ;  in  1890  they  fell  to  ;^  1 70,000,000  ;  and  in  1900  they 
have  reached  ;^296,ooo,ooo.  At  the  same  time,  England's  purchases 
from  the  United  States  rose  from  ;^5o,ooo,ooo  in  1870  to  ^107,000,000 
in  1880  ;  fell  to  ^97,000,000  in  1890  ;  and  have  risen  to  ;^  140,000,000 
in  1900,  Thus  of  the  expansion  of  ;/^2 18,000,000  in  America's  exports 
in  1900,  compared  with  1870,  no  less  than  ^90,000,000  has  been 
caused  by  our  increased  purchases.  The  growth  has  really  been 
greater,  as  America  now  sends  less  produce  in  proportion  than  in 
former  years  to  England  for  transhipment  to  the  Continent.  The 
enormous  growth  in  the  exports  of  the  United  States  and  of  the 
imports  into  the  United  Kingdom  from  America  in  the  past  30 
years  will  be  seen  from  the  following  : — 
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— 
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Increase  (30  years).. 

— 

+216,000,000 

— 

+90,000,000 

It  will  be  noted  that  in  the  10  years  from  1880  to  1890,  wh^n 
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our  imports  from  the  United  States  declined,  the  total  exports  from 
that  country  also  fell  off,  and  that  in  the  lo  years  from  1890  to 
1900,  when  our  purchases  of  American  produce  greatly  increased 
by  reason  of  our  great  prosperity,  the  total  exports  of  the  United 
States  also  showed  immense  expansion.  It  will  thus  be  evident 
that  the  further  growth  in  American  exports  in  a  large  measure 
depends  upon  the  capacity  of  this  country  to  buy  more 
largely. 

The  growth  of  the  import  trade  of  the  United  States  and  of  our 
exports  to  that  country  presents  a  very  different  picture.  In  1870 
the  United  States  purchased  foreign  produce  to  the  value  of 
;^92,ooo,ooo  ;  in  1880  to  the  value  of  ;^  1 40,000,000  ;  in  1890  of 
;^ 1 63,000,000  ;  and  in  1900  of  only  ;^  165,000,000.  In  the  same 
period  our  exports,  both  of  our  own  and  of  foreign  and  colonial 
produce,  to  the  United  States  rose  from  ^^3 1,000,000  in  1870  to 
;^38,ooo,ooo  in  1880,  and  to  ;^46,ooo,ooo  in  1890  ;  but  in  1900  they 
have  fallen  to  ;^37,ooo,ooo.  Thus,  compared  with  1870,  of  the 
growth  of  ;!^73,ooo,ooo  in  America's  imports  only  ;{^6,ooo,ooo  is  due 
to  her  increased  purchase  of  our  produce  and  of  foreign  and 
colonial  goods  purchased  in  our  market.  This  will  be  clearly  seen 
from  the  following  : — 
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+73,485,000 

— 
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Thus,  compared  with  the  total  expansion  in  America's  imports, 
the  increase  in  imports  from  the  country  has  been  insignificant. 
Compared  with  the  enormous  expansion  in  our  purchases  from  the 
United  States,  the  slight  growth  in  their  purchases  from  us  is  a 
matter  which  requires  very  serious  attention  at  the  present  time, 
when  our  trade  with  America  is  checked  by  the  prohibitive  tariff 
now  in  force. 
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The  Post  Office  Giude^  an  official  quarterly  publication,  which 
can  be  obtained  for  6d.  at  any  of  H.M.  Post  Offices,  contains  full 
particulars  of  the  regulations  for  the  postal  and  telegraph  service. 
In  the  present  place  it  is  merely  designed  to  draw  attention  to  two 
points  at  which  the  commercial  interests  of  the  nation  have 
intervened  to  promote  the  desirable  objects  of  economy  and 
efficiency. 

It  is  obviously  of  extreme  impprtance  that  telegraphic  com- 
munication shall  be  as  secure  and  as  cheap  as  possible.  His 
Majesty's  Government  controls  the  inland  telegraph  wires,  and 
administers  them,  generally  speaking,  with  due  regard  to  the 
interests  of  the  public.  But  the  cables  to  our  colonies  are  the 
property  of  private  companies,  whose  powers  of  initiative  are 
limited,  and  who  have  to  satisfy  their  shareholders  by  substantial 
returns.  This  condition  of  things  has  lately  attracted  the  unfavour- 
able notice  of  large  bodies  of  business  men,  to  whom  it  appears 
unsatisfactory  on  the  grounds  of  security  and  economy  alike. 

These  feelings  of  discontent  found  expression  in  February 
1 90 1,  at  the  Associated  Chambers  of  Commerce,  where  Sir 
Edward  Sassoon  moved  two  resolutions  to  the  following  effect : — 

( 1 )  That  all  parts  of  the  British  Empire^  whether  Colonies  or 
Depe7idencies^  should  have  lines  of  telegraphic  coynmunication  with 
each  other,  as  well  as  with  the  Mother  Country,  without  passing 
through  a?zy  foreign  country  or  possessions. 

(2)  That  the  Association  of  Chambers  should  support  the 
Imperial  Telegraph  Committee  of  the  House  of  Commons  (a)  in 
their  investigation  of  telegraph  co7nmunication  between  different 
parts  of  the  Empire,  with  a  view  to  increased  efficiency  and 
economy  i7i  the  telegraph  service  for  coinmercial  purposes,  and  (b)  in 
their  investigation  of  the  cable  arrangements  for  Imperial  defence. 

As  was  pointed  out  by  Sir  Edward  Sassoon,  the  cables  of  the 
companies  touch  occasionally  on  foreign  territory,  where  the 
hostility  of  the  inhabitants  in  a  time  of  war  might  have  the  most 
serious  results.  And  he  indicated  a  further  danger  under  the 
existing  arrangements  in  the  fact  that  the  cables  pass  at  places 
through  shallow  water,  and  are  therefore  very  liable  to  injury  and 
attack. 

Sir  E.  Sassoon's  resolutions  were  carried  with  acclamation. 
They  command  the  approval  of  a  large  number  of  commercial  men 
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of  great  experience  and  foresight,  and  they  can  hardly  fail,  now 
that  public  opinion  has  been  roused,  to  meet  with  the  careful 
consideration  of  the  Government,  members  of  which  have 
repeatedly  acknowledged  the  valuable  work  effected  by  the 
Chambers  of  Commerce.  It  is  legitimate,  therefore,  to  express 
the  hope  that  Great  Britain  will  no  longer  be  compelled  to  occupy 
the  position,  described  by  Sir  Edward  Sassoon,  of  "the  only 
nation  of  onlookers,  trusting  entirely  to  the  action  of  private 
agencies,  adopting  a  hand-to-mouth  policy,  and  leaving  it  to  the 
accidents  of  commerce  to  provide  us  with  the  safeguards  which 
should  be  established  by  Gqvemment."  Commerce  is  far  too 
important  to  the  life  of  the  Empire  to  be  left  to  the  control  of 
"  accidents." 

The  second  point  at  which  the  ingenuity  of  business  men  has 
improved  on  the  facilities  offered  by  the  Government,  is  in  the 
invention  of  telegraph  codes.  A  telegraphic  code  is  a  contrivance 
by  which  single  words,  previously  agreed  upon  by  the  parties  at 
both  ends  of  the  wire  or  cable,  do  duty  for  combinations  of  words, 
or  sentences.  By  means  of  these  ciphers  two  distinct  ends  are 
gained.  The  message  is  kept  secret,  and  the  cost  is  less.  Firms 
having  business  in  distant  parts  of  the  world  benefit  considerably 
by  such  a  convenience.  For  example,  the  cost  of  telegraphing 
between  some  parts  of  India  and  England  is  four  shillings  per 
word.  A  merchant  wishing  to  send  the  following  message  by 
wire  from  India  to  England  would,  if  he  were  to  transmit  each 
word,  have  to  spend  some  pounds  for  the  purpose  :  "  Tell  our 
friends  that  the  market  is  weak  and  declining,  and  that  if  they 
send  out  orders  we  may  get  in  cheap."  But  if  the  merchant  and 
his  correspondent  possess  a  common  code,  he  need  only  look  up 
this  message,  which  is  constantly  required  in  commercial  corres- 
pondence, and  cable  the  code  equivalent.  In  one  recognised  code, 
for  instance,  the  single  word  "  direction  "  conveys  all  the  informa- 
tion contained  in  the  message  thus  written  out  at  length,  and  the 
use  of  that  code  would  consequently  result  in  a  saving  of  expense 
and  an  avoidance  of  publicity,  should  the  message  happen  to  fall 
into  the  hands  of  some  one  unacquainted  with  the  cipher.  Tele- 
graph codes  may  be  called  the  "shorthand"  of  telegraphic  com- 
munication. Most  merchants  who  do  an  export  trade  have  a 
private  code  of  their  own,  of  which  they  furnish  copies  to  their 
customers  abroad,  and  there  are  many  widely  recognised  public 
codes  which  are  extensively  employed, 
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This  list,  though  not  a  bibh'ography  of  commerce, 
will  supply  the  student  with  the  names  of  trustworthy 
authorities  to  be  consulted  should  he  require  further 
information  on  any  points  discussed  in  the  foregoing 
chapters.  Special  attention  is  directed  to  the  cata- 
logue of  Government  publications,  which  are  always  of 
interest,  and  frequently  contain  useful  hints  for  the 
private  trader  or  merchant.  The  issue  of  these  docu- 
ments should  be  followed  in  the  daily  list  of  "  Publica- 
tions Received,"  in  the  Times  newspaper. 

Elements    of    Banking.      By  H.  D.  Macleod.      Longmans. 

3s.  6d. 
Treatise   on    Banking   Law.    By  J.   D.  Walker.    Stevens  & 

Sons.     15s. 
Lombard   Street.    A  Description  of  the  Money  Market.    By 

Walter  Bagehot.     Tenth  Edition.     With  Notes,  bringing  the 

work  up  to  the  present  time,  by  E.  Johnstone.     Kegan  Paul. 

7s.  6d.     Cheaper  Edition,  3s.  6d. 
Elements  of  Mercantile  Law.    By  T.  E.  Scrutton.  W.  Clowes 

&  Sons.    7s.  6d.- 
First  Steps  in  International  Law.    By  Sir  Sherston  Baker, 

Bart.     Kegan  Paul.     12s. 
A  Compendium   of   Mercantile  Law.    By  John   Macdonell, 

Esq.,  one  of  the  Masters  of  the  Supreme  Court,  assisted  by 

George  Humphreys,  Esq.,  Barrister-at-Law.     Tenth  Edition. 

2  vols.     Stevens  &  Sons.     ^2,  2s.     (Smith's  Mercantile  Law.) 
Law  of  Carriers.     By  W.   H,  Macnamara.    Stevens  &  Sons, 

^i,  8s. 
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Consular  Formulary.  By  A.  P.  Inglis.  Harrison  &  Sons. 
1 28.  6d. 

Law  of  Contract.  By  Sir  William  Anson,  Bart.  Clarendon 
Press.     los.  6d. 

Employers'  Liability  Act,  1880,  and  the  Workmen's  Com- 
pensation Acts,  1897  and  1900.  By  A.  H.  Ruegg,  K.C. 
Butterworth.     12s.  6d. 

(Tate's)  Modern  Cambist.  By  Hermann  Schmidt.  Twenty- 
third  Edition.     Effingham  Wilson.     12s. 

Science  of  Money.    By  Alex.  Del  Mar.    Effingham  Wilson.    6s. 

Theory  of  Foreign  Exchanges.  By  Viscount  Goschen. 
Effingham  Wilson.    6s. 

Laws  of  Insurance.  By  James  Biggs  Porter.  Stevens  «& 
Haynes.     £\^   is. 

Marine  Insurance  Losses.  By  Charles  Robert  Tyser.  Stevens 
&  Sons.     los.  6d. 

The  Law  and  Practice  of  Letters  Patent  for  Inventions. 
By  Lewis  Edmunds,  K.C.  Second  Edition.  By  T.  M. 
Stevens,  Barrister-at-Law.     Stevens  &  Sons.    £\^  12s. 

Bills  of  Lading.  By  Eugene  Leggett.  Stevens  &  Sons, 
^i,  los. 

Trusts,  Pools,  and  Corners.  By  J.  S.  Jeans.  Methuen. 
2s.  6d. 

Private  Companies  and  Syndicates.  By  Francis  Beaufort 
Palmer.     Stevens  &  Sons.     is. 

The  Law  of  Trade-Marks.  By  Lewis  Boyd  Sebastian  and  H. 
B.  Hemming.     Stevens  &  Sons.     £\^  los. 

The  Imperial  Tariff.  Containing  the  Laws  and  Regulations 
governing  the  Importation  and  Warehousing,  as  well  as  the 
Exportation  or  Transhipment  of  all  kinds  of  Merchandise. 
By  T.  E.  O'Reilly.  Eyre  &  Spottiswoode.  3s.  With  Ap- 
pendix, containing  a  List  of  Countries  and  Ports,  4s.  6d. 


PARLIAMENTARY    PUBLICATIONS. 

I.  Acts. 

Act    to    Check   Corruption   (or   Prevention   of    Corruption    Bill). 

Ordered  to  be  printed  22nd  June  1900.     2d. 
Companies'  Act,  1900  (63  «&  64  Vict.,  chap.  48).     2jd. 
Employers'  Liability  (43  &  44  Vict.,  chap.  42).     3id. 
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Employers'  Liability  Continuance,  1888  (51  &  52  Vict.,  chap.  58).  id. 

Workmen's  Compensation  Act,  1897  (60  &  61  Vict.,  chap.  37).     2d. 

Workmen's  Compensation  Act,  1897  Extension — Bill  to  extend  the 
benefits  of  the  Workmen's  Compensation  Act,  1897,  to  Work- 
men in  Agriculture,     id. 

2.   Board  of   Trade. 

Annual  Publications. 

Annual   Statement  of  the   Trade   of  the  United    Kingdom  with 

Foreign  Countries  and  British  Possessions  for  the  Year  1899 

compared  with  the  four  preceding  years.     [Cd.  187.]    8s.  4id. 
Annual  Statement  of  the  Navigation  and  Shipping  of  the  United 

Kingdom  for  the  Year  1899.     [Cd.  214.]     3s.  2d. 
Tables  showing  the  Progress  of  British  Merchant  Shipping,  1899. 

[218/1900.]     62d. 
Accounts  relating  to  the  Trade  and  Commerce  of  certain  Foreign 

Countries  and  British  Possessions.     No.  I.  [33/1901.]     3|d. 

Occasional  Returns. 

Commercial  Mission  to  South  America — Reports  from  the  Special 
Commissioner  appointed  by  the  Board  of  Trade  to  inquire  into 
the  Condition  and  Prospects  of  British  Trade  in  certain  South 
American  Countries.  First  and  Second  Reports,  Chile.  [C. 
9100/98.]  4d.  Third  Report,  Argentine  Republic.  [C.  9101/98.] 
5d.  Fourth  Report,  Brazil  (Part  I.).  [C.  9160/98.]  3d.  Fifth 
Report,  Brazil  (Part  II.).  [C.  9161/99.]  3d.  Sixth  Report,  Uru- 
guay.   [C.  9298/99.]     3d. 

Foreign  Trade  Competition — Opinions  of  H.M.  Officers  Abroad  on 
British  Trade  Methods.     [C.  9078/98.]     lo^d. 

Colonial  Import  Duties  Return.     [390/98.]     is.  8d. 

Foreign  Import  Duties  Return.     [376/97.]     is.  9d. 

Report  on  Agencies  and  Method  for  dealing  with  the  Unemployed 

[C.  7182/93.]     IS.  9d. 
Conciliation     (Trades     Disputes)    Act,     1896.      Second    Report. 

[275/99.]     2d. 
Trade  and  Shipping  of  Africa,  with  Maps  and  Statistical  Tables. 

[C.  9223/99.]     IS.  6d. 
Commercial  Intelligence  Committee  Report.    [C.  8962.]    2|d. 

3.  Foreign  Office. 
Report  on  Commercial  Education  in  Austria.    [500.]     i^d. 
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Report  on  Commercial  Education  in  Belgium.     [491.]    id. 
Report  on  Commercial  Education  in  Denmark.     [495.]     id. 
Report  on  Commercial  Education  in  France.     [501.]     2^,d. 
Report  on  Commercial  Education  in  Germany.     [483.]     2d. 
Report  on  the  Commercial  High  School  at  Leipzig.     [468.]     id. 
Report  on  Commercial  Education  in  Italy.     [503.]     id. 
Report  on  Commercial  Education  in  the  Netherlands.     [498.]     ^d. 
Report  on  Commercial  Education  in  Switzerland.     [496.]     2d. 


4.  Government  Reports  and  Papers  (1900). 

Coal  Tables — Copy  of  Statement  showing  the  Production,  Con- 
sumption, and  Export  of  Coal,  and  the  number  of  Persons 
employed  in  Coal  Production  in  the  Principal  Countries  of  the 
World,  in  each  year  from  1883  to  1898  ;  with  a  Statement 
showing  the  Production  of,  and  Trade  in,  Petroleum  in  the 
United  States  and  in  the  Russian  Empire  for  a  series  of  years. 
[134.]    6d. 

Taxes  and  Imposts — Return  showing  the  Rates  of  Duties,  Taxes, 
or  Imposts  Collected  by  Imperial  Officers  ;  the  Quantities  or 
Amounts  Taxed  ;  the  Gross  Receipts  derived  from  each  Duty; 
the  Net  Receipts  and  Appropriations  thereof  in  1 899-1 900  ; 
the  Aggregate  Gross  and  Net  Receipts  under  the  Principal 
Heads  of  Revenue  ;  the  Charges  of  Collection  ;  the  Produce 
after  deducting  these  Charges  on  each  of  the  Ten  Years  end- 
ing 31st  March  1900  ;  and  Notes  to  show  any  changes  in  the 
Taxes,  Duties,  and  Imposts,  consequent  upon  the  acceptance 
of  the  Budget  Proposals  of  1900.     [284.]     25d. 

Foreign  Trade  and  Commerce— Accounts  relating  to  the  Trade 
and  Commerce  of  certain  Foreign  Countries  and  British 
Possessions.     Numbers  1-12.     3d.  to  4d.  each. 

Reports  from  H.M.'s  Representatives  in  Europe  on  the  Metric 
System.     Part  I.    (8vo).    [253.]    3id. 

Africa — Trade  and  General  Condition  of  the  British  Central  Africa 
Protectorate  for  1899- 1900.     2497.    [i— 134.]    2^d. 

Africa — Trade  and  Customs  Revenue  of  the  East  Africa  Pro- 
tectorate for  1 899- 1 900.     2536.     [352 — 32.]     lid. 

Argentine  Republic — Agricultural  and  Commercial  Condition 
for  1899.     2479.     [i — 116.]     id. 

Austria-Hungary— Foreign  Trade  for  1899.  2483.  [i— 120.]  2d. 

Belgium— Trade,  Finances,  &c.,  for  1 899.    2515.    [352—11.]    2d. 
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Belgium— Report  on  the  Present  State  of  the  Belgian  Coal,  Metal, 

and  Glass  Industries,     534.     [2 — 17.]     |d. 
Denmark  —  Trade    for    1898.      Supplementary    Report.      2371. 

[1—8.]     Ad. 
Denmark — Trade  and  Agriculture  for  1899.     (With  Diagram,  and 

Plans  of  Nyborg  Harbour  and  the  Port  of  Aarhus.)      2455. 

[1—92.]    9d. 
Germany — Trade  and  Commerce  for  1899.   2523.   [352 — 19.]   2id. 
Germany — Memorandum  on   German    Imports  and  Exports   of 

"Iron    and    Ironware"  and    "Implements,    Machines,    &c.," 

from  1897-99.     525.     [2 — 8.]     3d. 
Italy — Trade  and  Commerce  for  the  Years  1898-99.     2390.    [i  — 

'     27.]     (With  Diagrams.)     8id. 
Netherlands— Commerce  in  the.     543.    [353—8.]    |d. 
Switzerland — Trade  and  Finances  for   1898  and  1899.     2448. 

[1—85.]     iH. 
Switzerland — Report  on  British  Trade  for  the  Year  1899.     542. 

[353—7.]    2id. 
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The  Econo7msL     Weekly.     Arundel  Street,  W.C.     8d. 

The  Statist.    Weekly.     Cannon  Street,  E.G.    6d. 
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Acceptance  of  bills,  71,  87-88 

Accident  insurance,  161 

Accommodation  bills,  94 

Act  of  God,  137 

Advertising,  240-242 

Advising  of  travellers,  216 

Agents,  authority,  50-5 1  ;  for  foreign 
firms,  5S 

Alcohol,  duty  on,  15 

Assigns,  delivery  to,  138 

Auditors,  43-44 

Average  discount,  73 

Average,  general,  137,  167;  par- 
ticular, 166-167 

Bagehot,  Walter,  81 

Balance-sheets,  44,  95 

Bank  cash  book,  65 

Banker  and  customer,  76 ;  banks, 
76-8 

Bank  of  England,  79-82  ;  cheques, 
83-85;  bank  notes,  definition  of, 
85-86  ;  bills  of  exchange,  86-94  I 
services  of  banks,  bank  reserves, 
95  ;  opening  of  a  bank  account, 
99  ;  bank  pass-book,  99-101  ;  the 
bank  rate,  10 1 

Barratry,  137 

Bill  books,  71 

Bought  books,  60,  66 

Bills  of  exchange,  definition,  86 ; 
acceptance,  87-88 ;  inland  and 
foreign,  87-90  ;  stamp  duties,  88  ; 
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dishonoured     bills,     93-4 ;      dis- 
counted, 96-7 

Bills  of  lading,  definition,  131  ; 
example,  133-6;  amendment-act, 
marketable  value,  139;  forms, 
140-1 

Birmingham  Chamber  of  Commerce, 
226 

Board  of  Trade,  departments,  2-5  ; 
journal,  3,  175  ;  right  of  appeal  to 
45,  122;  tariff  information,  175 

Bonded  warehouses,  188 

Books,  consular,  234-5 

See  also  Counting-House  Books. 

Bottomry-bond,  171 

Bought-note,  54 

Bounties,  19-21 

Bristol  Chamber  of  Commerce,  228 

Burglary  insurance,  156 

Cargo,  clearance  of,  129,  183 
Carriage,  payment  of,    1 12-13;    at 

owner's  risk,  119 
Carriers'  liability,  III-112 
Cash  book,  65 
Cash  sales  book,  66 
Chambers  of  Commerce,  definition, 

223 
Charter-party,  140,  14 1 
Cheques,  83-5 
Clearing-house,  description  of,  103  ; 

Lord     Hillingdon's     description, 

105  ;  returns,  107-109 
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Cobden,  Richard,  i8 

Coinage,  no 

Collision,  138 

Colonial  office,  5,  7 

Commerce,  definition  of,  I  ;  features 
of,  236-244 

Commercial  attaches,  234 

Commercial  Intelligence  Office,  5, 
175-6 

Commercial  law,  2 

Commercial  morality,  8,  239 

Commercial  travellers,  216-222 

Commercial  treaties,  i,  174 

Common  employment,  205,  211 

Companies,  joint-stock,  33  ;  private, 
35  ;  limited,  36  ;  unlimited, 
38  ;  procedure,  34-45 ;  memo- 
randum of  association,  36,  37, 
41  ;  articles  of  association,  40-1  ; 
directors,  40-45  ;  meetings,  41-45 

Consignment-notes,  ordinary,  118; 
special,  119,  1 2  3-4 

Consuls,  grades,  231  ;  duties,  232- 
235  ;  books  and  reports,  7,  233- 

235 
Contracting-out,  208 
Contracts  of  sale,  53-9 
Co-operative  store  trading,  25 
Corruption,  bill  for  prevention  of,  239 
Counting-house  books,  60-75 
Cranworth,  Lord,  205 
Creditors'  ledger,  66-8 
Customers'  ledger,  60,  62-3 
Customs,  officials,  129,  177-8,  183; 
entries,  1 30  ;  surveyor's  evidence, 
180-2  ;  revenue  tables,  184-5 

Damageable  goods,  1 18-19 
Dangerous  goods,  115,  123,  125-6 
Day  books,  60-2 
Days  of  grace,  88,  155 
Debentures,  39 
Delivery  Books,  69 
Discount  and  allowance  book,  73 
Docks,  192-6 ;  rates,  192-3 


Dry-docks,  192 
Dutiable  goods,  130 

Effectual  demand,  12 

Employers'  Liability  Act,  204-10 

Empty  book,  72 

Exchange,  102 

Exchequer  bills,  97-98 

Exchequer  bonds,  98-99 

Excise,  functions,  177  ;  officials,  178- 

9;  revenue-tables,  186-187 
Extradition  treaties,  i 
Eyre  and  Spottiswoode,  233 

Fair  trade,  22 

Financial  journals,  237-8 

Fire-proof  safe,  necessity  for,  149 

Fleming,  J.,  180-182 

Floating-docks,  192 

Forced  sales,  11 

Foreign  exchanges,  102 

Foreign  languages.  Colonel  Hozier's 
views,  164  ;  Glasgow  Chamber  of 
Commerce,  229 

Foreign  Office,  commercial  intelli- 
gence, 5-7 ;  consular  appointments, 
232,  234  ;  its  promotion  of  foreign 
trade,  232-3 

Foreign  trade  of  Great  Britain,  245- 
6 

F.  P.  A.  policy,  166 

Free  goods,  130 

Free-trade  and  protection,  14-22 

German  enterprise,  8  ;  clerks,  17  ; 
commercial  progress,  18  ;  study  of 
tariffs,  177;  "  made  in  Germany," 
203  ;  importance  of  learning  Ger- 
man, 227 ;  German  competition, 
242 

Giffen,  Sir  Robert,  182 

Glasgow  Chamber  of  Commerce,  229 

Gomme,  G.  L.,  194 

Goods,  dangerous,  115,  123,  125-6  ; 
damageable,    118,    119;    railway 
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carriage    regulations,     1 1 9  -  1 2 1  ; 

shipping     regulations,     123-126; 

importation,     129 ;      exportation, 

141-3 
Goods  receiving  book,  66-7 
Graving-docks,  192 
Guarantee  insurance,  156 

Harbour  rates,  192-3 
Harbours,  Docks,  and  Piers  Act,  192 
Hicks-Beach,  Sir  Michael,  128 
Hozier,  Colonel,  162,  164 
Hypothecation,  170-2 

Inland  Revenue  Board,  177  ;  tables 
from  the  commissioner's  report, 
186-7 

Insurance  against  fire,  148-156 ; 
burglary,  156;  guarantee,  156- 
158 ;  life,  definition  of,  159 ; 
convenience  of,  160  ;  requirements 
of  life  insurers,  160-1  ;  surrender 
value  of  life  policy,  160  ;  marine, 
how  effected,  162  ;  open  policies, 
165-166  ;  valued  policies,  166  ; 
valued  policy  facsimile,  168-169 

International   Customs    Bureau,    3, 

175 
Invoice  book,  66-7 

Jessel,  Sir  George,  159 
Jettison,  137 

Joint-stock  companies,  33-4 
Journals,  trade,  236-237  ;   financial, 
237-238 

Ledger  entries,  63,  68 
Life  insurance,  1 59-161 
Liverpool  Chamber  of  Commerce, 

227-8 
Lloyd's,  162-4 
London    Chamber    of    Commerce, 

224-226 
London,  port,  180-182  ;  docks,  192, 

194-5 
Lyster,  Anthony  G.,  195 


MACLEOD,  H.  Dunning,  77,  no 
Manchester  Chamber  of  Commerce, 

228 
Manifold  invoice  books,  61 
Mansfield,  Lord,  2 
Marine  insurance,  162-170 
Market  value,  7  ;  markets,  lO-il 
Merchandise  Marks  Acts,  202 
Merchant  Shipping  Act,  128 
Middleman,  24 
Mortgages,  39-40 
Mutual  insurance  associations,  164 

Octroi,  175 

Over-production,  10 

Options,  13 

Order  sheets,  70  ;  traveller's,  219 

Owner's  risk,  1 19 

Partnership,      liability,     27-31  ; 

articles  of,  31-32 
Particular  average,  166-167 
Patent  right,  196-9 
Peel,  Sir  Robert,  78,  80 
Petroleum  Act,  119 
Petty  cash  book,  65-6  ^ 

Policy  of  insurance,  145 
Posting,  64 
Promissory  note,  78,  92 

Quarantine,  138 

Railway  and  Canal  Traffic  Act, 
1888,  4;  1854,  113;  Railway 
Clauses  Act,  121 

Railway  rates,  114  ;  carrier's  collec- 
tion and  delivery,  115-118  ;  con- 
signment notes,  118-120 ;  rate- 
books, 1 21-12  2 

Rosebery,  Lord,  243 

Ruegg,  A.  H.,  205 

Russell,  Lord,  239 

Salvage,  170 

Sassoon,  Sir  Edward,  249 
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Scrutton,  T.  E.,  167,  170 

Sebastian,  L.  B.,  201 

Shipper's  risk,  125 

Shipping  notes,  123-128 

Ships,  home-trade  and  foreign  going, 
128-9  ;  clearance,  129,  183;  mani- 
fest, 183;  rummaging,  183;  ton- 
nage, 192-3 

Sold  note,  54 

Specification  forms,  141-3 

Speculative  demand,  12 

Speculation  in  futures,  13 

Stamp  duties,  on  bills  of  exchange, 
88  ;  on  bills  of  lading,  131  ;  pro- 
posed stamp  duties  on  contract 
notes  of  sale,  230 

Standard  Oil  Trust,  47-8 

Station  to  station  rates,  116 

Stocktaking,  147 

Sugar  bounties,  20-1 

Sweating,  137 

Syndicates,  46-8 


Tariffs,    export, 

173-4,  241 
Taxation,  14 


173 ;     import. 


Technical  education,  7,  242-4 

Telegraphs,  249 

Tenterden,  Lord,  171 

Trade,  wholesale  and  retail,  23-4 ; 

British,  tables  of,  143-4 
Trade  journals,  236-7 
Trade-marks,  198-203 
Trade  Protection  Associations,  214 
Trader,  sole,  25-6 
Trading  prohibitions,  25-6 
Travellers'  cash  book,  65 
Trusts,  47-8 

Underwriters,  162 

United  States,  progress  of,  17 ; 
competition,  242  ;  trade  develop- 
ment, 247-8 

Warrant,  delivery  of,  189;  tea- 
warrant  facsimile,  190-1 

Wet  docks,  192 

Women  clerks,  238 

Workmen's  Compensation  Acts, 
205-11 

York-Antwerp  rules,  138 
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